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ERRATA. 


Page 13 Table in footnote In first column 
read 204 instead of 20 
read 47 instead of 4 
read 491 instead of 291 

Page 61 insert on the top of table 1901-11 in first column and 
1911-21 in second column 

Page 89 Table on the bottom of the page insert below the 
years 1911, 1921, 1931 (in OOO’s) 

Page 116 In last column of table delete the words “Per cent for ” 

Page 126 In table insert before first line 1913-14, 31 17 

Page 140 In table under column for Canada read 18 9 instead 
19 9 

Page 165 In the second table read 1 6 instead of 514 7 

Page 295 In table in second line “number of persons employed”, 
substitute the following figures, 39,537, 99,224, 156,355, 
260,847 in place of 27,494, 62,739, 114,395, 216,288 

Page 309 In table read 1938 instead of 1939 in first line 

Page 312 In table in 1914 column read 6,397,142 instead of 
6,397,141 

Page 327 In table add the following 
1942-43 1946-47 

2,183,000 2,016,000 

Page 374 In the first table under “Hard Labour” read 1 5 instead 
of 105 

Page 399 In table, under “Return from number of Unions”, read 
573 instead of 513 

Page 457 In table, opposite “amount of public deposits” supply 
the following omitted figures, 273, 11, 426, 39 

Page 552 In table of “Milk Consumption” read, in column under 
“Milk” for Agra, 2 6 instead of 1 4 and under “Ghee” 
for Agra 0 42 instead of 0 34 



PREFACE TO THE THIRD EDITION 

Since the publication of the second edition in 1945, the conti¬ 
nuous demand for the book has led to two reprints As the book 
IS now out of stock, and there is a pressing demand, we have 
thought it desirable to bring out a new edition We have taken 
advantage of this opportunity to introduce relevant modifications 
and changes in the text, without disturbing the general struc¬ 
ture of the book We have, as far as possible brought the figures 
upto date Separate figures for the Indian Union and Pakistan 
are not yet available The fundamental problem of both the 
dominions remains unchanged We feel warranted, therefore, in 
retaining the title “ Our Economic Problem ” On the advice of 
English friends who found the book instructive and interesting, 
we endeavoured to bring out a foreign edition in England and 
America, but we did not succeed, as the foreign firms were un¬ 
willing to take up a publication whose first edition was brought 
out by an Indian firm, and desired, moreovei, to sell the edition 
in the Indian market As this would have been unfair to our 
publishers in India, we had to give up the idea of a foreign edi¬ 
tion We hope, now that export restrictions are removed, there 
would be less difficulty for foreign readers to import copies from 
India, and that our work will lead to better appreciation and 
understanding of our problems Momentous events have happen¬ 
ed in the world as well as m India during the last three years 
The discovery and the brutal use of the atom bomb on Japanese 
cities ended the second world war in the East a few months after 
the end of the war in Europe 

Though moie than thiee years have passed since the 
war ended, we have not yet realised the peace for which 
the nations of the world have been longing On the 
contrary the rivalries and jealousies which were buried 
during the war have sprung up again We find the world divided 
into two camps,—two blocks,—two ideologies, the Anglo-Ameri¬ 
can and the Soviet The dream of a new world order, Wendell 
Wilkie’s “ One World,” has been shattered, in spite of the great 
advance of leftist forces England has a Labour Government in 
power In France and Italy the leftists have won major victories 
Everywhere there is a turn of the tide in favour of the “ left ” 
Though attempts are being made to evolve an international or¬ 
ganisation. the United Nations Organisation and its offshoots, the 
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achievements fall far short of promises In the economic field, 
the food and agricultural organisation, full of promises in the 
earliei stages, has been frustrated in its efforts due to lack of 
co-operation on the part of many of the governments that had 
joined the organisation There has been profiteering on the part 
of countries with surpluses, at the cost of others suffering from 
scarcity The authority of the International Monetary Fund was 
flouted by the French Government The International Bank for 
Reconstruction and Development gave loans, not on grounds of 
need, but of political considerations We might witness—we 
hope not—a more dismal and tragic failure on the part of this 
ambitious successor of the League of Nations , for the old world 
imperialist outlook does not seem to have been abandoned, and 
power politics still seem to rule international relations 

The second world war has definitely witnessed increasing 
development of the role of the state in the economic sphere , and 
however great might be one's faith in the magic of private enter¬ 
prise, as exhibited in the pathetic self-deception of Indian capital¬ 
ists, the days of lais-iez fatre are ended Every country has had 
to give up its laissez faire traditions, and the world is now enter¬ 
ing on a new phase of capitalism—controlled or planned capital¬ 
ism To what extent this new expedient will give a new lease of 
life to capitalism, by overcoming its basic contradictions, the 
future alone can tell Economic restrictions of all sorts are grow¬ 
ing, and free trade is still far off m spite of the face saving for¬ 
mulae evolved in the deliberations of the International Trade 
Organisation Nationalism has caught in its grip all Asiatic coun¬ 
tries including the colonial dependencies, and has brought m its 
tram economic nationalism 

European economy has been shattered due to the devasta¬ 
tion caused by the war England, deprived of its £5,000 million 
investments has to follow an austerity plan to keep up its stand¬ 
ard of living Only America has emerged from the war an econo¬ 
mically stronger nation, having improved her productive capacity 
to the extent of 50 to 75 per cent on the pre-war level With the 
abandonment of wartime controls, prices have been rising, and 
there are fears of a runaway inflation m America, and an 
economic crisis, unless, as in 1939, a new war comes to the rescue 
of the capitalist system 

Events in India have been no less momentous We have won 
our independence from the 15th August, 1947, but at the cost of 
dividing the country into two dominions—the Indian Union and 
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Pakistan Partition has brought in its wake the holocaust ot 
organised murder, loot and arson—a destruction unprecedented 
in our history Millions of refugees have to be given a shelter 
and settled in an already over-populated Indian Union at a time 
when the country’s resouices are also drained by a war in Kash¬ 
mir The preoccupation of our national government with these 
problems has slowed down the pace of economic development, 
and prevented the immediate implementation of a number of 
plans Substantial achievements, however, in spite of these 
difficulties, must be laid to the credit of our government in the 
past year 

In the sphere ot agriculture the food problem still domin¬ 
ates the scene In spite of all attempts to increase food produc¬ 
tion, the deficit has been growing, and we are compelled to rely 
on imports which encroach on our foreign exchange resources 
Yielding to pressure from the capitalists and the moral plea of 
Gandhiji the Government of India ventured on a decontrol policy, 
against the advice of its own experts Rationing was abolished 
except m a few towns The result ot decontrol has been a sub¬ 
stantial rise in prices of foodstuffs, which is now being combated 
with the opening of a number of fair price shops catering to 
low income groups A number of projects have been undertaken 
by the Central and Provincial Governments to increase food pro¬ 
duction These include irrigation schemes, imports of fertilisers, 
and aid to cultivators in different ways The Central Government 
have embarked upon large river valley developments, multi¬ 
purpose projects of great magnitude, involving extensive gener¬ 
ation of hydro-electric power and irrigation on a vast scale 

A number of measures have been adopted by the Provincial 
Governments, including the Bombay Consolidation of Holdings 
Act, the Agriculturists Debt Relief Act, the Madras Tenants and 
Ryots Protection Act A number of river valley projects for 
electrification and irrigations have been taken in hand involv¬ 
ing a hundred crore of rupees Measures are also being adopted 
for the abolition of zemindari and liquidation of the zemindars 
on a compensatory basis 

It IS expected that with the adoption of these measures and 
the organisation of a Central Board of Agricultural Planning 
about 20 millions acres of land will be brought under irrigation 
within the next 15 years This, with the addition of land reclam¬ 
ation schemes and grow more food campaigns, will bring about 
an increase of 10 million tons of additional food grains 
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The report of the Economic Programme Committee appoint¬ 
ed by the AI C C m November 1947 recommends the elimin¬ 
ation of all intermediaries between the cultivator and the State, 
and the piovision by the State through village co-operative socie¬ 
ties of implements, manures, seeds, bullocks and other equip¬ 
ment to the ill-equipped agriculturists The Government is also 
to undertake permanent land improvements in the shape of anti- 
erosion measures and irrigation Land is to be held for use only, 
and where landlords are unable to cultivate the land, the right 
to cultivate must be vested m the village community Finally a 
limit IS to be fixed for the maximum size of an agricultural hold 
mg 

We would be lacking in a sense of fairness if we did not 
express our appreciation of the efforts of our newly established 
national government at raising our agricultural production , we 
have had for the first time an all round effort at short term and 
long term planning of our agriculture on a nationwide scale Two 
things, however, need to be kept in mind The huge burden of 
our public expenditure implied in the liquidation of the zemin 
dars and in the irrigation and land reclamation projects, may 
have very unfavourable reactions on our price structure and on 
our foreign exchange and, in the second place, if we keep on 
adding to our population at the present rate of 5 million a year, 
whatever additions we may be making to our agricultural pro¬ 
duction may be partially, if not entirely, counteracted by the 
growing population 

Turning in the next place to our industrial development, the 
Report of the Economic Programme Committee, appointed by the 
AI C C , laid down as the objective of industrial policy a quick 
rise in the standard of living of the masses of the people and the 
achievement ot a national minimum standard within a reason¬ 
able period, which they said should not be less than Rs 100 p m 
in large urban areas for a family of average size A parallel aim 
of industrial policy would be to afford opportunities for full em¬ 
ployment to every individual, which would draw out the best in 
him for service to the community and for the development of his 
or her personality To raise the standard of living the Commit¬ 
tee thought it necessary to bring about equitable distribution of 
existing income and wealth, and suggested a ceiling for incomes 
“ which may not exceed Rs 4,000 pm” and should be brought 
down by successive steps to Rs 2,000 New undertakings were 
to be started under public ownership—particularly key indus- 
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tries and public utility concerns, as well as undertakings in the 
nature of monopolies The transfer of existing undertakings from 
private to public ownership was to commence after a period of 
five years In private industry the existing system of managing 
agency was to be abolished, and dividends on employed capital 
were not to exceed 5 per cent The surplus profits were to be 
shared between the workers and the shareholders in proportion 
fo be fixed by Government A part of this surplus might be 
earmarked by government for schemes of social welfare or in¬ 
dustrial improvement There was to be co-ordination beiween 
large-scale and cottage industries, and regional self-sufficiency 
was to be the aim with regard to all types of industries 

If these recommendations can be implemented by a compre¬ 
hensive planned policy, there is no doubt that we shall be launched 
on the path of a Socialist society 

Upon the mere publication of this report a deputation of nine 
leading industrialists waited upon the Prime Minister to convey 
their apprehensions about the recommendations of the Commit¬ 
tee , and assurance was given to the industrialists that no preci¬ 
pitate steps would be taken by Government that would adversely 
affect the country’s industrial production Sometime later a reso¬ 
lution was moved in the Central Legislature by Kazi Syed Karim- 
uddin, “ that the economic pattern of this country shall be Social¬ 
ist-economy based on the principle of nationalisation of key indus¬ 
tries, and co-operative and collective farming, and Socialisation 
of the industrial resources of the country, and that the Govern¬ 
ment of India shall adopt the said principle immediately ” This 
resolution was opposed by the Prime Minister who observed that 
the immediate problem was that of increasing production “ In 
the attempt to change the economic system,” he observed, “ a new 
productive apparatus might be built up, but for the moment you 
break down the existing apparatus, and that is obviously undesir¬ 
able at any time, much more so when all our energies have to be 
concentrated on production ” 

On the 6th April, 1948, the Government of India issued a reso- 
j'ution on their industrial policy Their objective was “ to estab¬ 
lish a Social order w'here justice and equality of opportunity shall 
be secured to all the people to promote a rapid rise in the 
standard of living of the people, by increasing production, and 
offering opportunities to all for employment in the service of 
the community ” For this purpose a National Planning Commis¬ 
sion IS to be established A dynamic national policy is to be 
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directed to increasing production, side by side with measures to 
secure an equitable distribution The emphasis for the present 
should be on the expansion of production and particularly on the 
production of capital equipment 

The problem of State participation in industry must be 
judged in this context, “ ability to achieve the main objectives 
should determine the immediate extent of State responsibility 
and the limits to private enterprise ” “ For some time to come 
the State could contribute more quickly to the increase of nation¬ 
al wealth expanding its present activities, wherever it is 
already operating, and by concentrating on new units of produc¬ 
tion in other helds, rather than on acquiring and running existing 
units Meanwhile, private enterprise, properly directed and regu¬ 
lated, has a valuable role to play ” 

Accordingly Government have decided to take over the 
exclusive monopoly of arms and ammunition, the production and 
control of atomic energy, and the ownership and management 
of Railway transport In coal, iron and steel, aircraft manufac¬ 
ture, ship building, manufacture of telephone, telegraph and 
wireless apparatus, Government will be exclusively responsible 
for the establishment of new undertakings Existing under¬ 
takings in these fields will be left in private hands for a period 
of ten years, subject to review at the end of the period The rest 
of the industrial field will be open to private enterprise A num¬ 
ber of other industries like automobiles and tractors, electrical 
engineering, machine tools, heavy chemicals, rubber manufac¬ 
tures, cotton and woollen textiles, cement, sugar, etc will be 
subject to regulation and control Cottage and small- 
scale industries will be co-ordinated and integrated with large- 
scale industries A cottage industries Board will be established 
with a Director at the head 

For the maintenance of friendly relations between labour 
and management Government accepted a resolution passed by the 
Industries Conference, advocating the desirability of a profit 
sharing plan between labour and management Machinery is to 
be established for advising on fair wages, fair remuneration for 
capital, and conditions of labour, including committees for major 
industries, with Provincial Advisory Boards There will be 
Works Committees, and Production Committees bi-partite in 
character, consisting of representatives of employers and work¬ 
ers, and other Tripartite Committees, with representatives of 
Government, employers and workers The Government of India, 
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moreover, are taking steps to improve industrial housing, and a 
scheme for the construction of one million workers’ houses in 
ten years in under contemplation While foreign capital will be 
of value in the rapid industrialisation of the country, the condi¬ 
tions in which it can participate in Indian industry will have to 
be carefully regulated The major interest in ownership and 
effective control will always be in Indian hands 

Such in brief is an outline of the Government of India’s in¬ 
dustrial policy for the immediate future It is a half way house, 
an attempt to reconcile the conflicting claims of private enter¬ 
prise under capitalism and of a Socialist order It is curious that 
whilst arms and ammunition and the ownership of Railway 
transport are to be nationalised, aircraft and ship building are 
still to remain m private hands A ten years’ lease of exploitation 
and profiteering is guaranteed to them The textile industrv 
which has excelled all others in profiteeimg is only to be regu¬ 
lated and controlled by a Government that issues orders for 
control, and a few months later for decontrol, and still later for 
recontrol The Prime Minister addressing an AI C C meeting 
on 25th April 1948, observed 

"The production technique and the production apparatus 
are rapidly changing, and the present methods of production are 
becoming out of date and obsolescent It that is so, a far seeing 
Government does not expend its resources on acquiring indus¬ 
tries which are bound to become obsolescent On the other 
hand, it would devote its resources to developing industries of 
the very latest type Nationalising all existing industries 
would swallow all our resources, and the industries would be 
completely out of date a few years hence ” The Prime Minister, 
in another connection, talks of the “ poetry ’’ of planning to be 
replaced by the " prose ” of policy But he likewise gives a 
warning to capitalists We shall “ give them a fair field, a fan 
chance and a fair profit ” If they do not take advantage of this 
and are still afraid, “then somebody else has to do it There can¬ 
not be a vacuum ’’ 

Some of the important measures taken by Government in 
the industrial sphere include the decision to nationalise the 
Reserve Bank of India and the Imperial Bank of India and the 
establishment of an Industrial Finance Corporation with a capi¬ 
tal of Rs 10 crores 

Turning from capital to labour the brief space of the last 
few years has seen a large amount of legislation in connection 
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with labour welfare, in conformity with the five year labour 
programme drawn up by the Labour Department under the 
guidance of Sir Jagjiwan Ram It included legislative and admin¬ 
istrative measures for improving labour conditions The pro¬ 
gramme IS based upon the Royal Coiniinssion Report of 1931 and 
the Report of the Labour Investigation Committee, 1946 Its aim 
IS to co-ordinate the labour policy for the whole country, pro¬ 
mote social security and industrial peace, and guarantee satis¬ 
factory conditions of work and fair wages to all workers, whether 
in industries, agriculture, or commercial concerns, organised or 
unorganised The IL O conventions are to be implemented as 
far as possible Tripartite industiiai committees m plantations, 
coal, ]ute, cotton textile and engineering industries are to be set 
up, and a Labour Bureau is to be established for collection and 
maintenance of relevant labour statistics Laws reducing hours 
of work in factories from 54 to 48 a week, and a right for holi¬ 
days with pay for 10 consecutive days in a year for adults and 
14 consecutive days for children have been passed Coal miners 
have had their welfare protected by the Coal Mines Labour Wel¬ 
fare Fund Act, 1947 Regulations governing Indian Dock Labour¬ 
ers Employment were published in 1948 A Minimum Wages Act 
was passed in 1948 In the matter of Social Insurance, an Em¬ 
ployees’ State Insurance Act was passed in 1948, though the Act 
has not yet been brought into force by the Central Government 
Insured persons under the Act will be entitled to sickness benefit, 
maternity benefit, disablement benefit, dependants’ benefit and 
medical benefit 

With a view to prevent stiikes, Indian Trade Unions (Am¬ 
endment) Act and Industrial Disputes Act have been passed in 
1947 The former provides for compulsory recognition of trade 
unions satisfying certain prescribed conditions, and penalising 
unfair practices by recognised trade unions and also by employ¬ 
ers , while the latter incorporates all the important features of 
the Bombay Industrial Disputes Act and provides for its uniform 
application throughout British India The Act authorises the set¬ 
ting up of an elaborate machinery for the two-fold purpose of 
prevention and settlement of labour disputes A bill overhauling 
the Factories Act, 1934, has already been introduced A Labour 
Bureau has been constituted Employment exchanges have been 
made permanent, and their scope has been enlarged Tripartite 
industrial committees in coal mining, cotton textiles and planta¬ 
tions have been set up An Industrial Housing Committee, set 



PREFACE 


up under the Tripartite Labour Organisation, made recommend¬ 
ations on the basis of which various housing schemes for labour 
have been projected 

Our Labour Member, Sir Jagjiwan Ram, m a foreword to 
Mr S N Bose’s recent book on “ Indian Labour Code, ’ observes . 
“ The progress of laboui legislation in recent years has been such 
as to make it difficult for the public or even the administrative 
macnmery to keep pace with it This has often been used as an 
argument for a less vigorous policy in regard to labour But can 
we afford to go slow when we are so far behind The conscious¬ 
ness of Indian labour has been wakened In a free India no 
Government can overlook the legitimate aspirations of labour 
The pace of labour legislation cannot be slackened so long as 
grossly unfair or unsatisfactory conditions of employment con¬ 
tinue to exist ” 

The present unrest in the country is evidenced amongst 
other things by the number of strikes in Bombay Province alone 
during the first five months of the current year 


1948 

No of strikes 

No of workers 

involved 

No of work 

lost 

January 

54 

42,528 

2,32,481 

February 

36 

26,095 

1,39,362 

March 

C4 

64,118 

5,02,347 

April 

78 

32,829 

1,22,377 

May 

72 

37,368 

1,84,955 


One of the obvious causes of these strikes is the rise in the 
cost ol living The Economic Adviser’s Index of all India whole¬ 
sale prices of ai tides of food witnesses to an alarming situation 
Whereas in January 1947 the index number stood at 275 6 as 
compared with August 1939 as the base, in June 1948 it stood at 
387 4 The complaint that money was jingling in the pockets of 
the workers and the evidence of this superfluity of money was 
found in the numbers that attended cinema shows, reminds us 
of a Vice-Chancellor of Cambridge University who publicly pro¬ 
tested 50 years ago against Railway Companies in England run¬ 
ning excuision trains foi the benefit of the poorer classes on 
Sundays 

Labour unrest is not peculiar to our country All the coun¬ 
tries of tile world have had the same experience It is one of the 
consequences of the second world war which was to inaugurate 



OUR ECONOMIC PROBLEM xi 

an era of freedom from want for all Even with a Labour Gov¬ 
ernment m power, England is not free from labour unrest 
But labour unrest has at its roots m deeper psychological 
causes than the rising level of prices It cannot be re¬ 

moved by legislation securing improvement in the conditions of 
work and shorter hours Labour has been awakened to 
its human rights Behind the unrest is the urge that 
every human being should be treated as an end and 
not as a means, that there arc rights which belong to 
him as an individual, which are denied to him so long as he is 
treated like a factor m production, on tne same footing as capital 
and the raw materials that enter into the production of wealth 
The wealth that we produce in an economic sense is an instru¬ 
ment of well being—and the well being of labour is to be judged 
not by the amount they produce, but by the extent to which a 
richer and fuller life is made possible for them as for all others 
In conclusion we would like to stress the tremendous change 
in our economic outlook that has taken place since 15th August 
1947 We are now the masters of our own economic destiny, we 
can no longer conveniently blame foreign rulers for sms of 
omission and commission Finance capitalism has made great 
strides in our country in the last few years There has been con¬ 
siderable accumulation of money in the hands of a few, and con¬ 
sequently the concentration of control The few trusts that domi¬ 
nate Indian economy have been strengthened by their partner¬ 
ship with foreigners There is the added danger that a good pro¬ 
portion of our industries have passed into the hands of speculat¬ 
ors we have witnessed in these last few months the wholesale 
buying and selling of insurance companies 

Over and above these ominous tendencies there are the 
gathering clouds of inflation Government have already ad¬ 
mitted that the decontrol policy has failed in its objective The 
reasons are obvious,—the greed of our businessmen and indus¬ 
trialists and the lack of co-operation on the part of the public 
What about the future ’ The vicious circle of rising prices 
and wages must be broken at some point, else we may repeat the 
history of Austria and Germany in the nineteen twenties and of 
China in our own times The present ciisis must be met Our 
Government is working against heavy odds and cannot succeed, 
unless there is wholehearted co-operation on the part of all— 
capitalists, workers and the general public Now that we have 
a Government of our own, there is no longer any excuse for 



withholding co-operation. We should remember that Rome was 
not built in a day But the zeal for hastening slowly need not 
stop us from taking the necessary measures What we are lack¬ 
ing in, and most need, is a sense of civic duty We need to subor¬ 
dinate our personal interests to the interests of the country We 
need to evolve an all India Union plan and policy We need to 
guard ourselves against recent trends in the direction of separa¬ 
tism and provincialism—whether this provincialism takes the 
form of cultural, linguistic or regional lines Above all we need 
to build up a strong and sound national character of which there 
are not many signs at present Without this, what hope is there 
for the future ’ 


Bombay 
September 1948 


P A WADIA 
K T MERCHANT 



PREFACE 

The title of this volume is intended to stress a fact which is 
too often overlooked by those who are concerned with the econo¬ 
mic life of our country, or who happen to write about it We 
are concerned in this work with “our economic problem”—a 
problem which is one and indivisible—the problem of our poverty 
We have endeavoured throughout this volume to avoid that com- 
partmental view of economic life, which offers solution for each of 
its aspects without reference to its bearing and reactions upon 
others We have likewise stressed the fact that the welfare ot our 
country is determined not merely by the healthy functioning of its 
economic institutions, but requires a well-adjusted and hai- 
monious growth of our social, political and cultural institutions 
Ultimately, the various economic problems of India merge into 
the fundamental economic problem, which it has been our pur¬ 
pose to explore and expound here, of removing the causes of 
poverty and raising the standard of life of the people, so that the 
freedom and leisure which may ensue may enable them to make 
their cultural contribution to human civilisation 

We have dealt in the present volume with problems connected 
with out production, distribution and consumption We hope in 
future to deal with the problems of our trade and transport, 
currency, banking and finance in a companion volume 

It IS hardly necessaiy to mention that for the factual data 
in this work we have, of course, drawn upon the various statistical 
publications of the Government of India and upon the reports of 
the various commissions and committees appointed by the 
Government of India and by some of the Provincial Governments 
from time to time We have also utilised the publications of the 
League of Nations, especially for comparative purposes Our 
obligations to authors of specific studies, Indian and Foreign, have 
been acknowledged in the text However, special mention may 
here be made of our debt to the works of Drs Buchanan, 
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Radhakamal Mukerjee and Gyan Chand, Professor B P Adarkar 
and Mr N Das We record here our general debt to these and 
other authors whose works have been of help to us 

We cannot omit to express our sense of gratitude to Professor 
J J Anj ana for the readiness with which he has helped us by 
reading through the entire manuscript, in spite of heavy pressure 
on his time, and offering valuable criticisms and suggestions, 
some of which we have incorporated in the volume It is not 
necessary to add that he is in no way responsible for the views 
and conclusions embodied in this work We are also grateful to 
Mr G N Joshi, Advocate, for having helped us with suggestions 
in parts of the volume 

We are thankful to the Librarian of the Bombay University, 
Dr P M Joshi, and to his staff and particularly to Mr A M 
Narvekar, for placing at our disposal all the available books and 
journals, to Professor C N Vakil for giving us facilities for the 
use of the School of Economics’ Library and to the Secretary of the 
Indian Merchants’ Chamber, Mr J K Mehta, for giving us 
access to the Chamber’s Library We also thank all other friends 
who have helped us by lending books and journals 

In closing, we may add that we have never deliberately 
allowed our desire to seek the light to be subordinated to any 
preconceived notions or prejudices We send forth this volume 
in the hope that it may stimulate thinking, that it may inspire 
those who read it into that creative imaginaion which rises above 
all parochialism and vested interests 


BOMBAY, 
September 1943 


P A WADIA 
K T MERCHANT 



PREFACE TO THE SECOND EDITION 

We are gratified at the enthusiastic response from the public 
to our book In bringing out a revised edition within the space of 
a year and a half, we have made no radical changes m the layout 
or the treatment The events of the last eighteen months have 
given added strength to most of our conclusions, and confirmed 
us in the view that the capitalist organisation which has gripped 
us will not solve any of our problems, much less the problem of 
poverty We have made certain additions in places, we have 
brought the chapter on the growth of industries up-to-date, we 
have stressed certain aspects of the labour problem and especially 
the relations between wages and profits To increase the utility 
of the book, we have made relevant references in the text to the 
various plans recently placed before the public, and added an 
appendix on Economic Planning in India which includes a brief 
summary of the Bombay Plan and People’s Plan 

We are thankful to all those of our readers who were kind 
enough to bring to our notice misprints and typographical omis¬ 
sions which have been corrected in this edition We also take 
this opportunity to make amends for the omission in the preface 
to the first edition of the name of Dr V K R V Rao on whose 
writings we have drawn in some sections of our book 

We hope, finally, that the limitations on the circulation of the 
volume to a wider public outside India which the war has im¬ 
posed may soon be removed, so that it may in its own way 
contribute to that better understanding of our country’s economic 
problems which is the basis of the establishment of peace and 
goodwill between the nations 

March, 1945, 

Hormazd Villa, 

Cumballa Hill, 

Bombay 


P A WADIA 
. K T MERCHANT 
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CHAPTER I 
INTRODUCTION 

There is no word so frequently used in economic literature 
during the last thirty years as the word “planning ” It has been 
looked upon as the panacea of our age Economic activity of 
any kind involves some degree of planning To plan is to act 
in the light of a definite objective or purpose—every purposive 
activity is a planned activity National planning was first 
brought to the notice of the world by the Five Year Plan in the 
Bolshevik Regime—though there was nothing new in it Town 
planning was a phrase long familiar—and national planning was 
an extension of town planning, going beyond town planning not 
only in the reach of its activity but m the variety of activities 
that it embraced It stands for a political philosophy which is 
the antithesis of latssez-faire Every organised society involves 
planning—some degree of co-ordination of individual activities, 
some limitation of the freedom of the individual The planning 
of our own times in the first place involves governmental control 
of production—but it has to be recognised that it cannot end 
with control of production Such planning must inevitably 
affect other aspects of our national economy and must ultimately 
react on our social and political life, as these in turn determine 
the planning of our economic activities We have talked m terms 
of the planning of our national life m the following pages, but 
we are fully conscious ot the fact that successful planning of the 
national life of any country is intimately linked up with inter¬ 
national goodwill and co-operative planning 
Breakdown of Laissez-faire 

19th century liberalism involved an attempt to develop an 
economic policy based on the absence of government interference 
Enlightened self-interest working under a system of free com¬ 
petition was supposed to bring plenty for all, to benefit the con¬ 
sumer by the lowering of costs, and to secure increasing satisfac¬ 
tion of all human wants which economic goods and services 
could satisfy Government control was deemed superfluous, if 
not injurious Liberalism, however, did not fully succeed in the 
establishment of a satisfactory organisation Modern industrial 
society has created in Europe and America institutions which are 
quasi-monopolies, and though land may be more evenly 
distributed, industrial concerns with their Jiuge amount of fixed 
capital have tended to become national and international 
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monopolistic holdings. Latssez-fatre was accepted on the grounds 
of supposed benefits resulting from perfect competition, and 
consequently, wherever monopolistic capitalism prevailed, in¬ 
tervention by Government became mevitable Price control of 
some kind, the assumption by Government of monopoly concerns 
like railways and other means of communications, limitations of 
profits in public utility concerns, protection of industries by 
imposition of custom duties—these measures among others have 
marked the industrial society of our times Laissez-faire has been 
increasingly replaced by state regulation and state management 
The World War of 1914 and the subsequent period of disloca¬ 
tion of the entire social and economic structure necessitated what 
was virtually a policy of more or less state regulation for most 
countries Throughout the period the scarcity of commodities 
and the necessity of rehabilitating the economic system compel¬ 
led some governments to resort to a policy of planning, involving 
price control, rationing of food and clothing, conscription of 
labour for military and civilian purposes, and organisation of the 
entire productive resources of the country for the successful 
accomplishment of a definite objective 
The post-war period saw the development of a large variety 
of economic experiments Parliamentary government on a de¬ 
mocratic basis was discredited, mostly due to the conflicting 
economic interests of party groups, who made unholy alliances 
and unmade them, according to their short-sighted views of na¬ 
tional interests The confusion and dislocation which followed 
in the post-war period intensified the economic competition be¬ 
tween nations The rise of Socialist Russia led in other countries 
to a new type of governmental experiment in the form of Fascism 
—largely a political manifestation of monopoly capitalism in cris¬ 
is The masses were lured into a support of Fascism by the lavish 
promises of an ‘autarky’ to solve the post-war economic problems 
Under the name of national socialism a planned economy with 
war as its objective was set up in Germany and elsewhere In 
Soviet Russia a highly centralised government has demonstrated 
the possibilities of a planned economic development in a new 
order based on the abolition of private property, and on the 
transformation of its subjects into the zealous servants of society. 
Elsewhere as in America control of prices and credit control, 
piecemeal as they have been, mark the trend of a new age when 
governmental interference in economic affairs, far from being 
regarded as a violation of economic laws, is recognized as an in- 
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dispensable method of increasmg economic prosperity, diminish¬ 
ing unemployment and making nations rich and contented 

It was the economic depression that commenced in 1929 that 
offered in the U S A a challenge to its economic organisation com¬ 
pelling the Government to abandon its policy of non-interfer¬ 
ence, and to enter on a New Deal—a bold programme of public 
works through loans which provided jobs, created new purchas¬ 
ing power and saved from degeneration through unemployment 
the character of its citizens We cannot help observing that state 
regulation m the USA within the structure of the competitive 
system led at times to practices like the deliberate destruction of 
goods and services in order to prop up prices A variety of in¬ 
ternational restrictive schemes curtailing the production of cot¬ 
ton, wheat, sugar and rubber are indicative of the half-hearted 
measures of regulation which one might well characterise as anti¬ 
social in their effects, for we cannot forget the fact that, when 
wheat and coffee and cotton were destroyed, there were millions 
who were in want of food and clothing In such a rapidly chang¬ 
ing environment, such as that which marked economic life m the 
post-war period, institutions could not remain unaltered Na¬ 
tions all the world over were gradually realising the effective¬ 
ness of government ownership and control over the tools of pro¬ 
duction and distribution as compared wiith private enterprise 
and a latssez-faire attitude It was likewise the depression which 
started m 1929 that made a country like Great Britain abandon 
its policy of free trade m favour of Imperial Preference, aiming 
for the fiist time within the orbit of the Empire at what the old 
Mercantilism sought to achieve in the purely national field This 
policy was progressively extended after 1931, bringing even a 
reluctant India within its purview by the arrangements made at 
the Ottawa Conference 

In brief, the period from the end of the last war, and 
particularly the depression and post-depression periods, saw the 
rapid development of collective or state regulation or control of 
economic activities It started from protective tariffs for foster¬ 
ing industry and agriculture and subsidies to exports, and was 
gradually extended to the control of all domestic production, tc 
the prohibition of certain types of imports, to the limitation of 
imports under a quota arrangement, to the planning of the 
capital market by control of investments at home and abroad, 
the regulation of the purchasmg power of money and of the 
foreign exchanges, and restriction of migration 
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The outbreak of the war in 1939 led to the organisation, in 
however halting a manner, by the state of all the available 
resources of each of the belligerent countries—in the shape of 
raw materials, labour, capital, credit and foreign trade—for the 
single purpose of ensuring victory in a total war This organisa¬ 
tion was not confined within each country as a separate compart¬ 
ment, but had to be carried out on an international scale on a 
co-operative basis The necessities of war had once again forced 
reluctant nations, hitherto thinking in terms of economic self- 
sufficiency, to think and act in terms of a larger world of inter¬ 
allied nations in which all economic activities were to be co¬ 
ordinated by a central organisation 

In spite of the pressure exercised by the course of events on 
these individualistic countries, rumblings and protests were not 
inaudible that profiteering by individuals had weakened the war 
machine and undermined the efforts of co-operation The hope 
for humanity in the future lies in the increasing realisation by 
the nations of the necessity for retaining, improving and 
systematising, in times of peace, the halting methods of planning 
that they were compelled to adopt in times of war as the only 
medium of survival and escape from destruction 

The theory of free trade was based ostensibly upon the 
economic law of production at the minimum cost This law was 
supposed to be a result of economic competition leading to 
international division of labour But economic competition 
sharpened by the mad pursuit after profit led to a scramble for 
capturing of markets and colonics, and political domination of 
the backward countries by the economically advanced countries 
The drive towards ‘autarky’ during the post-war period was not 
prompted by a desire for national self-sufficiency for its own 
sake, providing necessities to one’s own people, but by the desire 
to avoid dependence on foreign supplies of foodstuffs and other 
vital things which might endanger the country’s safety during 
war There was also the desire to strengthen one’s capacity for 
competition for markets and to get political domination in the 
under-developed and undeveloped parts of the world, within the 
frame-work of the capitalist structure Only one country was 
an exception to this, namely, Soviet Russia 

When we consider the economic order m the period 1919-39 
—a departure from free trade—as partly responsible for the 
insecurity that prepared the stage for fresh wars in the world. 
We are not favouring a free trade regime that is based upon the 
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principles of competition for securing sources of raw materials 
and markets for manufactured goods This so-called free trade 
has always been a one-sided affair which has resulted in in¬ 
equitable division ot labour, condemning the economically 
backward countries to a perpetual ‘hewers of wood and 
drawers of water’ status ^ 

When we plead for relative economic self-sufficiency for 
India, it IS with a definite objective of securing a decent life for 
our countrymen, without any idea of preparation for a war 
either economic or political, as has been frequenth the case in 
other countries 

Economic Policy under British Rule 

If we turn from the trend of economic policy in the rest of 
the world to the trend of events in India, the one salient 
characteristic of our economic life during the past 100 years 
has been a persistent adherence on the part of Government to 
the laissez-faire traditions of the last century In agriculture, 
for example, whilst the Dominion Governments have adopted 
a definite policy of agricultural development during the last 40 
years and have accelerated the rate of agricultural exploitation 
by transportation facilities, a liberal land policy, effective credit 
institutions, a well-planned system of popular education and 
Government help to marketing schemes for export, India, where 
three-fourths of our population are dependent on agriculture, 
continued its old world methods of cultivation The Govern¬ 
ment had failed to provide so far adequate facilities for market¬ 
ing and finance, there was very little of popular education, and 
still less of agricultural education India continued to remain 
a land of uncertain crops, and of economic development without 
a definite national objective 

In reference to non-agricultural production, after a hundred 
years of British Rule, industrialism and large-scale production 
may be said to have touched only the fringe of Indian life In 
the West the significance of the Russian experiment lies in the 
fact, not that industrialisation under state organisation has been 
forced on at an unprecedented pace, but that this is being done 
under conditions which have adjusted production to consump¬ 
tion In other countries where capitalism has played an essen¬ 
tial part m the development of industrialism in the last century, 

»Cf "Of China's working population 50 pc has been kept in the mines or in 
the fields In China 80 p c of the working people are agricultural in Thailand 80 p c , 
in the Netherlands East Indies 70 p c, in Burma 70 p c, in Indo-Chlna 80 p c , in most 
of Africa the proportion is even higher " (‘Make This the Last War' by M Straight 
p 31) 
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the incentive of private profit and individual enterprise were 
associated with the growth of production A laissez-jaire policy 
was the natural outcome, glorified by economic theory as the 
solvent of all ills and the foundation of all prosperity But the 
industrialism of the last 40 years, with its restriction of produc¬ 
tion, its wanton destruction of commodities, its paradox of 
poverty in the midst of plenty, has made the continuance of 
laissez-faire policy impossible Industrialism has now reached a 
stage when systematic plannmg and centralised control are 
necessary both for the purposes of production and equitable 
distribution 

Industrial Development under British Rule 

What, it may be asked, about our own industrial develop¬ 
ment’ The traditions of a laissez-faire policy which had pro¬ 
moted British prosperity in the 19th century were brought to 
bear in our country It is not till the beginning of the present 
century that the first signs of planning, if it could be called 
plannmg, appear in the form of the demand for protection 
Credit and banking have been m primitive condition except for 
the establishment of a Central Bank, whose control was vested 
in an agency that was not yet fully identified with national 
interests Speaking as recently as the 20th December, 1942, on 
the question of the war time development of Indian industries 
Sir M Visvesvaraya observed “Government have no policy or 
plan, no unified conception of what they are doing or what they 
propose to do in a matter which gravely affects the purchasing 
power of the 400,000,000 of our population ” The economic 
development of India in the past 30 or 40 years is difficult to 
describe in an accurate manner There was a complete lack of 
a consistent policy The policy of discriminating protection of 
Indian industries, as it was adumbrated by the Fiscal Commission 
25 years ago had hardly been followed with consistency The 
Fiscal Commission thought in terms of a world governed by free 
trade Their recommendations were based upon the infant in¬ 
dustry argument and the possibility of protected industry being 
able to dispense with protection within a limited time They 
did not, and perhaps could not, take account of the forces that 
were making for economic nationalism after 1919. The loans 
given to European countries for resuscitating national currencies 
were used for continumg subsidies to national industries They 
could not have realised that the forces that made for economic 
reconstruction after 1919, and that made some people hope for a 
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return to the pre-war system of international free trade, were 
swamped by the desire for economic self-sufficiency, necessitated 
by the period of depression and the ardent preparations for 
another war 

The first world war gave plenty of opportunity for the in¬ 
dustrial development of India It revealed both the poten¬ 
tialities and deficiencies of Indian industries It was difficult, 
however, for India to take full advantage of a temporary protec¬ 
tion given by war as she had to depend for plant, machinery and 
accessories on imports from abroad Thus in a world dominated 
in the post-war period by preparation for war and the desire for 
self-sufficiency Indian development could only achieve the dis¬ 
placement of a few imported commodities by goods produced at 
home There was no attempt at securing harmony of economic 
development, no vision of the possibilities of developing produc¬ 
tion goods like machinery amd chemicals, no thought of using 
these production goods for the expansion of our agricultural 
potentialities, so that with a rise in the standard of living our 
people could live a fuller and richer life 

Hence, the outbreak of the second world war again found us 
unprepared for utilising the vast opportunities offered to us by 
the war to develop our industries The absence of key and 
basic industries like chemicals and metallurgy—which was com¬ 
mented upon by the Industrial Commission in 1919—again stood 
in the way of our development The Grady Mission that came 
out to India in 1942 found that India’s magnificent metallurgical 
resources were unused, and that the Indian industries that had 
been developed were operating largely on a business-as-usual 
basis, and that no Government agency existed to convert them 
to war work ^ Australia and Canada were able to exploit fully 
the opportunities offered by the war, and established a number 
of new industries, while we were content to follow the tradi¬ 
tional policy throughout, due to the lack of a well-conceived 
plan and a definite national objective Not only that, but we 
risked also the danger of losing the larger perspective of the 
future by following a short-term narrow policy devised from 
day to day under the pressure of war requirements. 

Post-War Planning 

In the midst of the second world war the British Association 
for the Advancement of Science arranged a conference for 
Science and World Order which met in London in September, 
1941 The key note of this Conference was the application of 
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scientific knowledge to the solution of vital problems that faced 
the world, and above all, to the solution of economic problems 
Mr Maurice Dobb, a Cambridge Economist, described planning, 
at the Conference, as a mechanism for eliminating the un¬ 
certainties and fluctuations of economic activity which form an 
integral part of an individualist economy Whilst there were a 
variety of interpretations as to the scope and objectives of plan¬ 
ning, it was generally recognized that the utilisation of scientific 
knowledge for the advancement of economic welfare could not 
be achieved in a muddled and planless world in which mankind 
were m social and economic conflict It was also pointed out 
that the problem of planning was not a technical problem of 
organisation, but one ol getting agreement as to what benefit 
to humanity meant, and also of overcoming the fact that people 
were more concerned with benefiting themselves than humanity 
Probably no country in the world stands to-day m such 
urgent need of planning as India Foi the last 100 years this 
country had been ruled as a dependency by a sovereign with the 
seat of authority thousands of miles away The belief that 
institutions and methods suited to the ruling country must be 
good also for the dependency has brought about an economic 
maladjustment, if not chaos, m India In spite of industrialisa¬ 
tion there has been visible deterioration in our national life The 
war had forced the pace, and post-war reconstruction problems 
have been discussed with all the care and earnestness that 
leaders of thought and opinion can devote to them The Govern¬ 
ment of India appointed an Economic Reconstruction Committee, 
and even before the war an Economic Planning Committee was 
at work under the aegis of the Indian National Congress But 
in all the proposals for post-war reconstruction that have been 
adumbrated in the West, India and the Asiatic Nations do not 
come into the picture President Roosevelt promised to all the 
fighting nations the Four Freedoms which form the basis of the 
Atlantic Charter But these were not easily reconcilable with 
the imperialist aims and policies of the Great Powers There 
have been repeated references by representative spokesmen of 
the USA to a return to 19th century free trade and free ex¬ 
changes, to equal access to the food and raw materials of the 
world in a free market Such references presuppose a perpetua¬ 
tion of earlier economic conditions in which industrialised 
countries sought for markets in undeveloped lands Shall we 
in India reconcile ourselves to a world of this kind, m which 
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we would remain suppliers of raw materials and foodstuffs’ Or 
shall we take heart when there is time, and outline for ourselves 
a new pattern of economic life which the last war offered us 
prospects of realising’ 

The last war has led to an unprecedented stimulus to the 
extension of credit which, if wisely used, might enable India to 
transform her agriculture and build up her industries so as to 
fit her to take her proper place amongst the nations of the world 
The enormous purchasing power that we have acquired through 
the accumulation of our sterling credit, the unrivalled control of 
natural resources essential for the development of large-scale 
production, the helpful experience which our country has gained 
for building up a war economy—^these are materials on which 
the future life and prosperity of India can be built up, aided 
by the increasing development of Governmental functions, 
public control and regulation ot all our economic activities 
Presiding over one of the sessions of Science and World Order, 
Mr Maisky, the Soviet Ambassador in London, observed “There 
will undoubtedly come a day when a system of very com¬ 
prehensive planning—economic, social, political—will embrace 
the whole world ” That date may not be very near, but there 
can be no more urgent call than the one that demands clear 
thinking on a planned basis of the future of our country, on the 
part of those who have the opportunities and leisure to respond 
to this call 

Indian Economics—Aim of the Present Work 

We have been frequently J;old that the expression “Indian 
Economics” is a misnomer, that there is no such science that can 
be properly called by that name It is also said that the prin¬ 
ciples of economics as a science are of the nature of general 
laws applicable to all times and places, and that if they were 
not so applicable such a science would have no claim to recogni¬ 
tion Those who raise these objections fail to take account ot 
certain vital scientific considerations The principle of division 
of labour and specialisation is as operative in the field of scientific 
studies, as it is in other fields of human activity The advance 
of the social sciences, which has been so marked from the begin¬ 
ning of the last century, has been dependent upon the differentia¬ 
tions of the various types of social activities which form the 
basis of the respective social sciences But whilst each of these 
social sciences has to treat as irrelevant those aspects of human 
activities which do not directly come within its purview, it is 
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equally true that no successful mterpretation of the life and 
activities of any country or nation is possible, if we endeavoured 
to explain these activities in terms of the laws of any one of 
these sciences taken by itself Human life, whether we take 
into account the life of the individual or the life of a corporate 
body, IS an organic unity and functions as one When we are 
applying, therefore, the laws of economics to the life of any 
single nation, we have to take into account the historical environ¬ 
ment, the habits and modes of behaviour of the people, their 
social and religious institutions, to the extent to which they 
modify and influence their economic life Classical economic 
theory was an analytical study of the conditions that prevailed 
in the 18th and the 19th centuries m countries like Great Britain, 
and the laws of economic science enunciated by Adam Smith, 
Malthus, Ricardo and Mill were a descriptive account of a 
capitalist society with competition and laissez-jatre principles 
underlying it The events of the last 40 years in the economic 
world have largely discredited many of these so-called laws of 
economic science Soviet Russia has developed a new economic 
theory capable of explaining the modes of working of the new 
economic organisation brought into existence after 1917 Even 
in the earlier days the German Economist, List, elaborated a 
new economic theory suited to the conditions of the Germany 
of his days We feel confident, therefore, in the use of the 
term “Indian Economics” as connoting a study of the economic 
life and problems of India, in the light of its past history, of 
its social and religious institutions, of its physical environment 
and potentialities, and of its political evolution under 
British Rule 

The present work claims to be a study of Indian Economics 
m this sense The authors hope to present in a compact form 
a survey of the economic problems of India which is intended 
for the use of the younger generation who have to study Indian 
Economics in their University careers This work will also be 
of use to the larger reading public who are desirous of obtaining 
a general understanding of our economic life and destiny They 
hope in the course of the work to indicate the conditions on 
which this country can build up for itself a prosperous life, and 
what our leaders can achieve by planning to bring into operation 
those conditions of prosperity Their purpose in writing this 
book IS two-fold, an analytical and historical survey of our 
economic life and problems as they face us to-day, and what 
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India can achieve by a considered programme of economic re¬ 
construction There is an increasing recognition by the nations 
to-day that economics is also an art, and not merely a science 
The failures and maladjustments of an economic order that was 
suited to the needs and demands of the 19th century have forced 
upon men’s minds the desirability of planning for a better order 
Starting from this premise, and also assuming that India is now 
able to determine and plan its own economic life, the authors 
will attempt in these pages to indicate the nature of the economic 
ailments from which the country suffers in the matter of produc¬ 
tion, distribution and consumption, and to adumbrate the ways 
and means by which such ailments can be removed Whilst 
they regard this as their mam objective, they are not unaware 
of the limitations imposed upon them by halting information, 
unreliable statistics, and lack of knowledge of such original 
materials as are not available for public scrutiny 

There is a type of economic opportunism that seeks to tinker 
with each economic problem as it happens to arise within what 
it regards as an unchangeable structure Such opportunism is 
characteristic of most of the commissions and committees that 
were entrusted with the task of reporting upon Indian questions 
in the past It was equally characteristic of the special experts 
who were imported from abroad from time to time to advise 
the Government of India It was but natural that such attempts 
were made to remedy each malady as it occurred, and to stop in 
time a breach in the walls from which the waters might have 
otherwise spread the floods of destruction But just as the 
statesman looks ahead, and thinks in terms of principles and not 
of particular incidents in the political field, so those who have 
for their objective the planning of a new economic order might 
well think in terms, not of developing an industry here, or the 
removal of an odious form of taxation there, but in terms of a 
larger vision that looks beyond the present The authors make 
no claims to the possession of this larger vision in the present 
attempt All that they claim is an attempt to survey the 
problems of the country in their inter-relations, remembering 
that the life of a nation is an organic whole, that economic 
planning will involve planning of the social and political 
structure, and that successful planning in any of these directions 
is not possible except m the background of an appropriate 
culture and a sense of values. 
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CHAPTER II 

THE NATURAL RESOURCES OF INDIA 

In the narrower sense, the natural resources include appro¬ 
priable gifts of nature, but in the broader sense they include 
those aspects of nature like air, water, sun-shine, animal and 
vegetable life which satisfy human wants They likewise 
include substances and forces which man has transformed for 
the satisfaction of his developing desires Every invention 
which increases man’s control over nature also increases the sum 
total of available resources Man and his resources have been 
rightly designated functional reciprocals Amongst these re¬ 
sources land, as surface land, was regarded as occupying the 
predominant position The utilisation of land was the occupa¬ 
tion of the majority of all peoples before the advent of the 
Industrial Revolution in the last century The revolution that 
has occurred in the processes of production by the invention of 
the steam engine, the water turbine and the oil engine has 
brought about a change which has subordinated the value of 
surface land to that of coal, petroleum and the metals Thus 
in the world of to-day the metallic industries play a larger part 
in the economic life of nations than industries connected with 
food and raw materials But India’s main industry is still 
agriculture The natural resources for the development of 
heavy industries and the potentialities of an industrial civilisa¬ 
tion which we possess contain the promise of an economy 
infinitely superior to the agricultural economy which our country 
has hitherto enjoyed An American Professor of Geology is 
confident that “with her coal, her iron, her man power, India 
could share Asiatic leadership with China, or perhaps assume 
the outstanding role in the industrial development of Asia 
The Soil 

India IS almost a contment in size and possesses a great 
variety of soils and climates But the variations in types of soil, 
such as are met with in England, necessitating the growing of 
specific crops on each type of soil, are not so well-marked in 
India Three different types have been noted—(a) alluvial 
tracts composed of mud and sand stretching across the North 
from West to East, (b) the black cotton soil mostly m the 
Central and Western parts of India and (c) the hard rocky type 
covering the Southern and South Eastern portions of the country. 

e on "India's Mineral Wealth and Political Future” 
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For revenue purposes, however, m each province a number of 
subdivisions are found, each district having its own classifica¬ 
tions under local names The most divergent varieties of cultiva¬ 
tion are to be found in Bengal, where there is a heavier and 
more reliable rainfall as compared with the dry areas of the 
country 

The agricultural resources of India, so far as land is con¬ 
cerned, may be estimated from the following table — 


Land in British India m millions of acres, 1940-41' 


Classification 
Total area 

Forests 

Not available foi cultivation 
Cultivable waste 
Curient fallow 
Net area sown 


Acres Percentaee 

512 100 

68 18 

87 17 

98 19 

45 9 

214 42 


It Will be observed that if we exclude the area under forests, 
58 1 per cent of the remaining land is under cultivation including 
fallow, whilst out of the remaining 41 9 per cent deducting about 
6 per cent for urban land, at least about 35 pei cent of land 
may be regarded as land that can be brought sooner or later 
under cultivation The official classification of land under the 
head “not available for cultivation” is a little misleading With 
modern scientific advances the line between cultivable waste 
and land not available for cultivation will be more and more 
difficult to draw Professors Bowley and Robertson have also 
pleaded for the abandonment of the imaginary and misleading 
distinction between these two Current fallow^ can be reduced 


1 Prof C N Vakil i?ives us the following reconstructed table of figures based on 
statistics for the whole of India including Indian States as available in 1938-39 
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11 

% 
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3 
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48 
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"Economic consequences of partition" by Prof C N Vakil, 1948 
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by better rotation Cultivable waste can be brought under the 
plough by reclamation schemes ^ 

In a country like the USA where the economic prospects 
of agriculture have been changing, due to decline in the birth 
rate and decrease in exports of farm products, the Hoover Com¬ 
mittee on Social Trends called attention to the vast reserves of 
land which could be put into crops after clearing, drainage and 
irrigation amounting to 300,000,000 acres, and another reserve 
of 300,000,000 devoted to pasture which can be cultivated by 
ploughing and planting There is no room in this classification 
for land not available for cultwation The problem in the 
USA IS the problem of expansion in non-agriculturai uses of 
land, whilst ours is primarily a pioblem of expanding the use 
of land for agricultural purposes 
Rainfall 

Rainfall in India has been very often linked up with the 
recurrence of scarcity and famine conditions in various parts of 
the country from year to year In Assam, Eastern Bengal, and 
in the parts bordering on the Western Ghats, we have the 
regions of ample rain Differences of temperature are not very 
great in parts where there is heavy rainfall In Southern India 
we have regions of uniform warmth, whilst in the West and the 
North-West, there are marked differences of heat and cold In 
the North and the North-West, there are two clearly defined 
crop seasons, namely, the rainy season (Kharif) and the cold 
season (Rabi) In Bihar and other parts of Bengal there are 
three seasons, the early rainy season, the late rainy season and 
the cold season - Systems of cultivation vary according to 
climate Rice is grown abundantly m the tracts of heavy rain¬ 
fall, like Bengal and parts of Bihar, while m districts like Khan- 
desh, rice is replaced by cotton and millets 

From the point of view of rainfall the country may be 
divided into three tracts—(1) districts with an abundant rainfall 
like Assam, Eastern Bengal and districts adjoining the Western 

»"One curious thing in India is that according to the Government statistics one- 
third of its cultivable land lies idle—not fallow This cultivable land in many 
cases has never been cultivated, partly because the people insist on leaving large 
areas uncultivated to graze their cattle In some parts of India large areas of good 
land lie uncultivated also because of bad government and some of the waste 
land is simply land that has not yet been turned and improved With modem 
methods of erosion prevention and soil reclamation much of the so-called uncultivablc 
waste of India can be brought into profitable cultivation ” Sam Higginbotham 
India's Agricultural Problems,’ Institute of PatiBc Relations, N York, 1942, p 29 
Quoted in Pacific Affairs, June, 1942, by S Chandrasekhar in ‘Population 
Pressure in India ’ 

-In Bengal there are three rice crops (1) Aus, or autumn crop on high lands 
sown in April or May and harvested in August or September, (2) Aman, or winter 
crop, on low lands, sown in May or June and harvested in December or January, and 
(3) Boro, or summer crop sown in depressions and swamps m January or February, 
and harvested in April or May 
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Ghats, (2) the Central Provinces and a great portion of Central 
India with sufficiency of rainfall and a black soil which helps in 
retaining moisture, (3) the driest regions of the country—the 
plains of the Punjab and Rajputana and entire Sind The 
districts which are most liable to famine are those where the 
cultivator is tempted to risk the growing of a crop, due to the 
uncertainties of rainfall These extend over a great part of 
North-West India, Rajputana, the Deccan and Madras In other 
parts like the Punjab the cultivator never grows a crop unless 
there is certainty of water supply In Assam the annual rainfall 
ranges between 90 and 160 inches In parts of Bombay, like the 
coastal areas and districts bordering on the Ghats, the rainfall 
varies between 60 and 90 inches It has also to be noted that 
there are remarkable divergencies in the annual rainfall within 
quite limited areas At Segowlie m Bihar there is a rainfall 
of 80 inches yearly, 9 miles away to the west at Raj ghat it is 
45 to 47 inches, and 12 miles south-west of Raj ghat it is 
26 inches 

The following table gives the ‘normal’ annual rainfall in the 


Provinces — 
Sind 

63 


^ Malabai 

100 

Bengal 

74 3 

Madias 

1 South-East 

35 6 

U P 

38 


) North Coast 

37 9 

Orissa 

57 


^ Deccan 

24 9 

Assam 

100 


r Gujarat 
^ Konkan 
( Deccan 

32 5 

N-W F P 

15 9 

Bombay 

107 0 

Bihar 

50 

30 4 

C P 

48 


S East & North 

23 3 

Berar 

32 

Punjab 

t South-West 

10 0 


But there are often large deviations from this ‘normal’ which 
prove very upsetting to the agriculturist The capriciousness of 
rainfall m India manifests itself in a variety of ways The 
monsoon may start late, or heavy rams m July and August may 
delay agricultural operations, or the rains may not be sufficiently 
prolonged and distributed There is hardly a year when partial 
or total famine conditions do not occur in some part or the other 
of this vast country There is nothing unnatural if the people 
of this country, dependent as they are upon the caprices of 
rainfall, have acquired a temperament that makes them easily 
reconciled to constant changes of fortune, a temperament border¬ 
ing on fatalism Afforestation and irrigation are the two main 
devices to help this situation 
Forests 

Forests may be classed in the category of renewable natural 
resources The real value of forests for agricultural prosperity 
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consists in their lowering the temperature and enabling the soil 
to retain moisture They are helpful in condensing clouds and 
bringing rain The forests preserve and even increase the 
fertility of the soil by storing water and preventing floods Thus 
the frequent floods in Orissa have been attributed to the de¬ 
forestation of the hill slopes of Chota-Nagpur “By checking 
erosion they prevent good soil from being washed into rivers 
and carried away to waste” “They are a valuable asset in 
times of famine, for they yield vast quantities of fodder and 
provide edible fruits and roots ” In a country like India forests 
are capable of supplying wood for fuel and the sources of char¬ 
coal for domestic and industrial use The timber from the 
forests can be utilised for the manufacture of agricultural 
implements, and the leaf mould gathered from the forests 
constitutes an important source of manure Forests, moroever, 
under an improving economy have been found to be a chief 
source of paper supply. From 80 to 90 per cent of the world’s 
paper today is made from wood fibre Chemists tell us that 
the future will be an age of cellulose, in which forests may play 
a dominant part 

In 1939, 74 million acres out of a total area of 663 million 
acres in the Indian Union were covered by forests Forests are 
classified for administrative purposes as reserved forests, pro¬ 
tected forests and unclassed 

“Reserved” forests are Government property “Protected” 
forests are those over which Government have proprietory 
rights, but which are not included in reserved forests Govern¬ 
ment may declare any class of trees reserved, or close any part 
of the forests for a term not exceedmg 20 years All other 
forest lands under the control of the Forest Department are 
designated “unclassed” forests There are in addition, quite 
large areas which are not under the Forest Department The 
most valuable product of the reserved forests is timber which 
supplies not only the internal demand for bodies like the rail¬ 
ways, but foreign markets m Europe 

The following table shows our timber resources from forests 
over the last few years —’ 


Timbei and Fuel Out-turn in millions of cubic feet 


1927-28 

370 

1937-38 

280 

1930-31 

323 

1938-39 

285 

1933-34 

317 

1939-40 

294 

1936-37 

376 




^These figures refer to British India 
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It may be noted that the total value of wood imported by 
India in 1939-40 amounted to Rs 2,15,00,000 

A conference of foresters held at Dehra Dun in 1942 revealed 
how India can be independent m respect of forest products 
India depended for teak wood on Burma An engineer from 
Maharashtra claimed to have ended the era of tutelage to Burma 
teak and American ash and hickory The war had displayed 
India’s humiliating dependence upon foreign resources in 
respect of handles for tools A botanist and a wood technologist 
from Bengal con 30 jntly with a Welsh silviculturist co-operated 
in determining suitable woods for aircraft building A specialist 
in seasoning from the U P and a wood preservation expert from 
Mysore solved problems that enabled India to get along without 
imporLed plywoods, battery separators, shuttles used in cotton 
and woollen mills and the like.^ 

When we look to these enormous potential resources in the 
shapa of forests, ihe contrast of what might be and what is 
appears very sinking. The training of Indians in forestry was 
started in our country as early as 1878 Efforts were made by 
Government in some directions like the production of paper on 
a commercial basis But we are still largely dependent on 
foreign supplies of paper when we could be easily self-sufficient 
The potentialities for the industrial utilisation of our immense 
forest resources which the Government of India called “Minor 
Products’’ still remain potentialities Apart from paper manu¬ 
facture there arc promises in the future for the production of 
rubber, turpentine oil and medicinal herbs which demand from 
us to-day, not only that we must not allow unrestricted destruc¬ 
tion of forests, but that with the help of our government we 
must undertake the extension and development of existing 
plantations, and make provision for more reserves and new 
plantations 

Water and Irrigation 

In a country like India, where there are vast regions entirely 
dependent on rainfall, some of them like Sind and the Punjab, 
with a total rainfall entirely inadequate for agricultural 
purposes, it is a truism to state that agricultural production and 
development will be largely determined by facilities in the shape 
of irrigation works. Even where the rainfall is abundant for 
agricultural purposes production will depend on adequate and 
well-distributed rains Irrigation, moreover, is necessary for 

> Modem Review, December 1942, p 445 
2 
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growing winter and rabi crops India has been favoured by 
nature with advantages that are not met with to the same extent 
in other parts of the world The perennial rivers, like the Indus 
with its tributaries and the Ganges fed by Himalayan snows 
offer potentialities for irrigation which are unparalleled when 
combined with the rich alluvial soil Years ago Sir Charles 
Trevelyan observed, “Irrigation is everything in India, water is 
more valuable than land, because when water is applied to land 
it increases its productivity at least six-fold and generally a 
great deal more, and it renders great extents of land productive 
which otherwise would produce nothing ” 

The canals in India known as the major works are of two 
types—the inundation canals which take in water whenever the 
river is in flood and which cannot, therefore, be useful during 
the dry period, and the perennial canals of which the most im¬ 
portant IS the Sukkur Barrage Scheme with its dam about a 
mile wide across the Indus 

Apart from canal irrigation we have irrigation by wells and 
tanks In India from the remotest times we have evidence of 
tanks being in use constructed by the co-operative labour of the 
village community, and generally filled by the monsoon run off 
In the South, there are still in working order tanks built by the 
rulers of the day a thousand years ago, irrigating three to four 
thousand acres each “Terrace” irrigation likewise prevails in 
parts of India, largely serving local needs Irrigation by wells 
is to be found everywhere in the country It is suited to the 
poverty of the cultivating classes, cheap to build and easy to 
work The ingenuity of the Indian farmers shown in the various 
devices for raising well water can hardly be excelled, and so 
long ago as 1893 Dr Voelcker was tempted to observe, “Nothing 
in the agriculture of India impressed me so much as the excel¬ 
lence of the cultivation carried on by irrigation from well ” ^ 
The preference of the Indian farmer for well water in parts of 
the country where both canals and well watei are available led 
Voelcker to analyse the composition of specimens of well water 
and canal water This analysis revealed the fact that, whilst 
canal water had only 15 grains of solid constituents to the 
gallon, well water had 82 grains, and was found to be rich m 
soda, nitrates, chlorides and sulphates Well irrigation accounts 
for more than a quarter of the irrigated land in India 

From early days the importance of irrigation was recognised 
by the rulers of India. The construction of tanks and wells was 

1 Report on Agriculture, p 73 
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regarded as an act of great social, if not religious, merit The 
canals constructed in the Moghal period still bear evidence to 
the forethought of the rulers of the day But whilst as early as 
1880 the Famine Commission laid stress on the urgency of 
irrigation projects as the most effective measure of protection 
against famine, nothing substantial was done m the shape of 
irrigation works till comparatively recent times Most of the 
capital resources raised by the British Government were spent 
on the development of railways The importance of irrigation 
in India cannot be exaggerated The extension of irrigation to 
dry tracts, so far as major woiks are concerned, will entirely 
depend on planning by Government 

The history of irngational schemes in India under British 
Rule IS a story of planless and unco-ordinated efforts by a 
Government which failed to realise the potentialities of offering 
irrigation facilities to a country where water has been said to be 
more valuable than land As early as 1815 Lord Hastings recog¬ 
nised the value of irrigation works In 1850, Dalhousie wrote 
in a Minute “Everywhere where I found lands of vast extent, 
fertile properties now he comparatively waste, but wanting only 
water to convert them into plains of the richest cultivation” 
The years that followed were years of neglect, in spite of the 
urgent pleadings of the Famine Commission of 1880, and of the 
Irrigation Commission of 1901 To what extent the claims of 
irrigation were subordinated to a policy of capital expenditure 
on railways is evidenced by the fact that whilst the capital 
expenditure on irrigation and navigation works amounted to 
Rs 150 crores in 1934-35, the expenditure on Railways amounted 
in the same year to Rs 885 crores If a well-planned irrigation 
policy had been laid down and followed from the beginning, 
this country would long ago have stepped out of her precarious 
dependence on the freaks of the monsoon. 

The following table will show the progiess of irrigation 
works between 1901 and 1941 —’ 


Types of Irrigation 


By Canals Government 
By Canals Private 
By Tanks 
By Wells 
By Other sources 
Total 

Net area sown 


Area undei 
irrigation Per- 

(in acres) centage 
1901 

12,855,000 40 

1,983,000 6 

5,080,000 15 

11,374,000 35 

1,310,000 4 

32,582,000 100 

199,708,000 


Area undei 
irrigation Per- 
(m acres) centage 
1941 

25,360,000 45 4 

4,471,000 81 

6,144,000 116 

13,765,000 24 7 

6,049,000 10 8 

55,789,000 100 

213,963,000 


1 Prof C N Vakil gives us the revised figures as based on statistics for 1938-39 
Area under Irrigation {See Next Page) 



20 


OUR ECONOMIC PROBLEM 


Power Resources: (a) Water power 


The total water power resources of the world have been esti¬ 
mated on the lowest estimate at 500,000,000 H P. The estimates 
for Belgian Congo are given at 90,000,000 H P, the USA at 
38,000,000 HP and for India at 27,000,000 HP The indus¬ 
trialisation of countries like Japan, Australia, Russia and China 
IS perhaps the most noticeable aspect of electric power develop¬ 
ment Electrification has also a highly desirable effect on in¬ 
dustrial activity, in so far as it spreads out this activily over 
the entire area of the country and thus avoids the concentration 
of population m over grown cities The hydro-electric installa¬ 
tions in India today include the Tata Hydro-Electric Works which 
supply the city of Bombay and its textile industry with a capacity 
of 250,000 H P The Pvkara Works in South India with a capa¬ 
city for generating 120,000 H P, the Sivasamudram Works which 
supply power to the Kolar Gold Fields, and the Mandi Works 
which supply power for lighting and domestic purposes to some 
of the towns in the Punjab are other works which can be noticed 
in this connection Besides the«e, there are the Hydro-Electric 
Works connected with irrigation on the Upper Ganges Canal 
with a capacity of 48,000 H P The power generated by falls on 
the canal is connected through a grid which serves some of the 
towns of the United Provinces In a country like India with 
limited supplies m the shape of oil or coal, the generation of 
cheap power for industrial purposes has the utmost importance 
It IS only a very insignificant portion of our total water power 
resources that has so far been tapped The Agricultural Com¬ 
mission pointed out that electrical power has two uses of agri¬ 
cultural importance, namely, power foi machinery including 
pumps, and as a means of obtaining supplies of synthetic nitrogen 
from the air ^ 

India has vast potentialities of hydro-electric power and 
may be said to be one of the leading countries of the world in 
its potential resources Today the mdustries in India absorb 
over a million H P of which only some 285,000 H P is electricity 


Cultivated Area Irrigated Area Percentage o£ 

Million acres Million acies irrigated to 

cultivated area 

India 231 47 18 

Pakistan 54 20 3$ 

Hvderabad 30 2 7 

Kashmir 2 3 1 4 

TOTAL 338 70 21 

It will be seen that Pakistan has 36 of irrigated land in its territories, whereas 
the India Union has only 18 of the cultivated area under irrigation Most of the 
irrigated area in Pakistan is located in West Punjab and Sind 
Prof C N Vakil OP cit.p 13 


» Report, p 362 
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supplied from steam, oil or water It is estimated on a conser¬ 
vative basis that the minimum flow of the 7 great rivers east¬ 
ward from the Indus is capable of yieldmg not less than 
3 million HP. for every 1,000 feet of fall from the Himalayas, 
while the same applies to rivers m other parts of India It is 
stated that a horse in form of electricity, steam and petrol works 
for 10 hours per day per man for all the 365 days in the year 
Our country still depends mostly on man-power The output 
of work is thus about l/20th, as the work output of horse is ten 
times larger than that of men who at best woik for 8 hours per 
day for 300 days in the year Our backward position can be 
seen from the per capita consumption of electricity of various 
countries A country like Mexico has a per capita electricity 
consumption of 120 units per year as against a little over 7 of 
India Canada has the biggest consumption of 2,000 units, while 
Sweden as second has 1,100 units England’s consumption was 
600 units in 1935, double that of 1926 Our consumption is one- 
third of even a backward country like Bulgaiia. 

By a systematic plannmg of her hydro-electric power 
resources, Sweden is now practically independent of foreign coal 
supplies Similarly, countries like France, Italy, etc, with poor 
coal resources have developed their hydro-electric power to a 
very great extent The most inspiring example is that of Soviet 
Russia whose power development increased seven times m a 
period of ten years This tremendous development was due to 
Lenin’s plan of electrification which he termed an important 
element of Socialism This planned economic electrification on 
a huge scale has enabled Russia to become a highly industrialised 
country within a short period of less than two decades 

Whatever power resources are developed in India, they are 
by private companies which, due to their monopolistic position, 
have continued to exploit the consumers without any idea of 
developing these resources with a view to the general develop¬ 
ment of the country “The monopolistic exploitation of con¬ 
sumers is generally the mainstay of the private companies, but 
even the bigger concerns have not shown much anxiety to 
develop the consumer demand by the gradual process of rate 
reduction The private licensee companies have been paying 
huge dividends from year to year, and even in the recent 
depression they have managed to earn profits. Where dividends 
are declared, profits are put to reserves, or the cost-accounting 

IB P Adarkar. “The Need for Beneficent Blectricity Legislation in India ” in 
Symposium on Problems of Power Supply in India, Special Number published by 
National Academy of Sciences, Allahabad, 1938, p 61 
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IS SO manipulated as to show low profits or losses.” ^ Cheap 
electric power can easily be made the basis of our industrial 
development Power resources are communal resources and 
must be fully developed, utilised and conserved with a view to 
the development of the country as a whole and not to swell the 
pockets of a few The first step should be to nationalise them 
and develop them on a systematic plan which would help in the 
economic regeneration of our country- 

As against the natural resources, like forests, etc. which are 
renewable, we have now to consider mineral resources of which 
there is in the earth’s womb a limited quantity, and the exploita¬ 
tion of which has, therefore, to be planned with an eye on the 
long run interest of the present as well as the future generations 

(b) Petroleum 

After the separation of Burma India can claim very little in 
the shape of oil resources. Petroleum is found m limited 
quantities in Assam, Baluchistan and the Pun]ab The total 
output from Assam is about 68.000,000 gallons In 1944 the total 
output of petroleum was 97 5 million gallons, of which the share 
of the Pakistan area was 15 2 million gallons (Prof C N Vakil 
op cit p 24) The League of Nations Year Book gives us as 
India’s share of production of crude petroleum 325,000 metric 
tons in 1940 as compared with 1,000,000 tons for Burma, and a 
total production of 293,000,000 tons for the whole world in the 
same period. Oil production in India is confined to Potwar, 
Bassin, near Rawalpindi m the Pun 3 ab, where two fields are 
being operated by the Attock Oil Company, and the Upper 
Assam Oil Fields worked by the Assam Oil Company, a subsi¬ 
diary of the Burma Oil Company Our imports of oil in 1939-40 
amounted to 463,000,000 gallons valued at 17 crores of rupees. 
The occurrence of natural gases in the Himalayan regions and 
observation of the general geological layout both suggest the 
existence of oil in the vast alluvial plains of North India The 
geodetic researches of the Survey of India as well as a certain 
amount of prospecting work carried on by interested foreign 
companies have recently revealed possibilities about the 
existence of oil in the plains and foot hills of North India.^ 

(c) Coal 


The coal resources of India have been estimated at 
60,000,000,000 tons but four-fifths of these lie too deep for profit- 
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able working under present conditions’ India’s production of 
coal has increased from 22,000,000 tons in 1931 to 30,000,000 tons 
m 1940, including the Indian States The USA. production in 
1940 was 456,000,000 tons and even a small country like Belgium 
produces 26,000,000 tons The consumption of coal per head in 
India works out at 07 ton as compared with 4 75 m the U S.A., 
a figure which indicates the scope for the development of this 
industry in our country The Ranigan] and Jharia Fields in the 
districts of Burdwan are our primary sources of coal supply 
The railways absorb over 30 per cent of our total production. 
According to the estimate of Dr Fox the total reserve of Gond- 
wana Coal alone is 60,000,000,000 tons of which 20,000,000,000 tons 
may be taken as occurring in workable seams Of this, good 
quality coal (with ash not exceeding 16 per cent on a moisture- 
free basis) amounts only to about 5,000,000,000 tons, while good 
quality coking coal amounts to 15,000,000,000 tons This coking 
coal IS mainly to be obtained from Jharia, Giridih, Raniganj and 
Bokaro Fields The Tertiary Coal Fields contain about 
2,000,000,000 tons in Assam and 300,000,000 tons in other areas. 
Except for a few fields, namely, Jharia, Ranigan], Giridih and 
Bokaro, the data are as yet meagre, and a maximum depth of 
2,000 feet has been taken into account for calculations relating to 
Jharia and Ranigan] Coal Fields The total world reserves are 
now probably of the order of 7,000,000 million tons and India’s 
share is only about 1 per cent of the total At present we have 
very little knowledge regarding the actual amount of coal 
reserves in the various coal fields of India More intensive and 
thorough survey work is necessary to get the correct estimate of 
our total coal reserves Moreover, the existing methods of 
mining and extraction raise only 50 per cent of the coal Im¬ 
proved methods of mining and extracting will maximise coal 
output and also increase the life of these coal fields - 

The following table is of some interest as showing the trend 
of world power production*— 


Sources of Power 

1913 

1920 1925 

(in percentage) 

1931 

Coal 

88 5 

82 1 

75 5 

66 5 

Oils and gas 

72 

11 7 

161 

21 1 

Water Power 

43 

62 

84 

12 4 

Total 

100 

100 

100 

100 

It IS clear that coal is becoming less important and that there 


has been a rapid development of oil and water power during the 

^Of these only 5,000,000,000 tons are known to be of high grade, a third of this 
amount being considered suitable for conversion into coke for metallurgical 
purposes 

■* "Symposium on Coal in India," m Science and Culture, October, 1939 
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last quarter of a century. To-day hydrc-electiic power accounts 
for only 12 5 per cent of the world’s utilisation of energy The 
potential water resources of the world are estimated at 
500,000,000 H P 
Industrial Ores; (a) Iron 

India has perhaps the world’s largest resc'urces of high grade 
iron ore The largest and richest deposits of non are to be found 
in Bihar and Orissa. The minimum quantity of ore reserves, 
averaging not less than 60 per cent of iron, have been estimated 
as below for the Bihar and Orissa fileds 

Districts In millions of 

tons 

Singhbhum 1,047 (2,800 according to otoer estimates) 

Keonjhar State 988 

Bonai State 648 

Mayurbhanj State 18 

Rich ores are to be found in Central Provinces and Madras 
But they have not been worked, mainly due to the absence ol 
coal in the vicinity In the Rajhari Hills, in Drug District, C P 
which extend to 20 miles in a zigzag line, no less than 7% million 
tons of iron ore are estimated as being on the surface There 
may be a greater quantity below the surface According to the 
Imperial Mineral Resources Bureau, there are inexhaustible 
quantities of iron ore in the Salem and Nelloie Districts of the 
Madras Presidency The proximity of a good quality of coal 
to the iron deposits must be regarded as a principal factor 
making for the rapid development of the industry. The follow¬ 
ing table shows the growth in the production of iron ore —^ 

In thousands of Metric tons 

Year 1925 1928 1931 1934 1937 1939 

Quantity 1,569 2,089 1,057 1,250 1870 1,994 

Apart from the existing demand in the country as evidenced 
by large imports from abroad m the past, the increasing indus¬ 
trialisation of the country makes it certain that the demand foi 
iron and steel will rapidly increase as the years pass, for this 
IS one of the basic industries, the development of which condi¬ 
tions the development of almost all other industries 
(b) Manganese 

In the production of maganese India occupies a position 
second only to that of Russia Our ores which average 50 per 
cent and more are richer in manganese content than the Russian 
ores whose average is about 45 per cent. The development of 
manganese mining is closely related to that of steel industry. 

> Statistical Year Book ol the League of Nations, 1940-41 
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and as India is not a large producer of steel at present most of 
our output of maganese is exported Our maganese deposits are 
mostly to be found in the Central Provinces, Bombay, Mysore 
and Madras.^ Though we still retain our position in world 
output, the following table will indicate that we are gradually 
being out-stripped, in world production of manganese, by the 
increasing output of the USSR — 

Years World output in India’s share 

millions of tons percentage 

1909-13 17 41 

1914-18 16 34 

1919-24 14 43 

1924-28 2 8 33 

1929-33 2 4 22 

1934-38 2 2 17 

The importance of manganese may be judged by the fact 
that it is extensively employed in the manufacture of steel 
products like gearing, rollers, roller-axles, railway bolts and 
power transmission chains which require high tensile and 
resistant strength India is one of the mam sources of manga¬ 
nese in the world, but with the exception of a small amount 
used locally for making fero-manganese, and as additions to the 
blast furnace charge, it is all exported at ridiculously low prices 
Indian manganese ore of 50 per cent grade fetched Rs 10 per 
ton at the pit’s mouth whilst the price of ferro-manganese was 
£15 (Rs 200) to the ton No serious attempt has yet been 
made in India to utilise the manganese ore for the manufacture 
of ferro-manganese of good grade 

(c) Mica 

Amongst the minerals used for industrial purposes must be 
included mica in which India is exceedmgly rich The enormous 
development of the electrical industry, which has taken place 
during the present century, would hardly have been possible but 
for the availability of mica The chief areas of mica deposits in 
India are those of Hazari Baug in Bihar and Nellore in Madras 
The mica belt of Bihar, which supplies over 80 per cent of the 
world’s requirements of better quality sheet mica, covers a strip 
about 60X12 miles According to Dr Dunn,^ over 1% lakh of 

^ Under the Partition Scheme the Pakistan area has no manganese nor iron 
deposits known so far 

2 Bulletin on Mica by Dr J A Dunn. 'The Geological Survey of India ’ 
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people are employed in this industry The mica mines of 
Nellore cover a track of 60x10 miles Due to the absence of a 
well established electrical mdustry most of our mica production 
has been exported Over 90 per cent of mica splittings used in 
the manufacture of micanite, and made from lower quality mica, 
are supplied from India The outbreak of the second world war 
affected the mica trade and brought a setback to the industry 
in the earlier stages, followed by a boom which led to reckless 
and uneconomic exploitation of this vital mineral Public 
agitation resulted in the appointment of a committee by the 
Government of India India can easily supply the requirements 
of the USA for mica It is deplorable that a commodity so 
vital to defence and internal industrial needs, and of which 
India can boast 75 per cent of the total world production, should 
find itself in a condition of depression Mica is absolutely in¬ 
dispensable in the production of electric machinery, and so long 
as India is the chief source of ‘block mica’ which is mostly 
demanded by the electrical industry, the future of mica industry 
IS quite hopeful With the proper development of the electrical 
industry in our country, more mica will be consumed at home 

(d) Bauxite 

Bauxite is an important souice for aluminium We have 
large resources in bauxite in different parts of the country The 
Geological Survey of India has during recent years carried out 
a comprehensive survey of the extent of Indian bauxite deposits 
In 1937, a commission of experts visited all the known bauxite 
deposits and investigated the various sources of electrical power, 
with a view to the possibilities of aluminium production in India 
A company has been recently started for the production of 
aluminium 

New deposits of bauxite have been found in Jashpur State 
to the west of Chota-Nagpur Plateau In Upar Ghat, in various 
parts places of the Khuria Highlands, e g, Pandrapat, Thutopani 
and elsewhere through the state, both bauxite and aluminium 
laterite have been found to occur All the laterite areas are not 
yet mapped out, and so there are possibilities of further 
discoveries Besides, aluminium oxide, the deposits contain 
oxides of iron, calcium and magnesium The percentage of 
aluminium oxide vanes from 50 to 60 According to Mr Dey, 
titamferous bauxite of good quality is available in several parts 
of the state and can be successfully exploited The main 
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difficulty lies in the absence of facilities for cheap transport to 
the nearest railway stations ’ Recent investigations carried out 
by the Geological Survey of India have revealed the presence 
of important deposits of bauxite in Shevarny Hills in South 
India The ore is of good quality and contains a high percentage 
of aluminium The expansion of industry will result in an 
increased demand of metals of all kinds, especially of aluminium, 
and India might well become the mam producer of alumimum 
in the East 

Chemicals: (a) Sulphur 

Sulphur IS a key chemical icquired in laige quantities by 
every country India imports about 27,000 tons from abroad 
every year The presence of sulphur inside the country in 
almost all the provinces has been recorded by the Geological 
Survey, though in small quantities In the absence, however, 
of large quantities of elementary sulphur deposits there are 
considerable amounts of iron pyiites which may serve as the 
source of sulphur and sulphur compounds An extensive deposit 
of iron pyrites has been recently repoited to have been dis¬ 
covered near Simla Analysis revealed an average of 40 to 45 
per cent of sulphui m the ore. It has been estimated that these 
deposits will suffice for 20 years consumption of sulphur in India 
at 30,000 tons per year In addition, sulphur can be recovered 
from copper pyrites and gypsum The amount of gypsum 
available m India is very large, about 50,000 tons being annually 
raised even at present Sodium sulphate is another salt from 
which sulphur may be made available Sodium sulphate occurs 
m the alkaline salts that collect on the “usar” lands of the U P 
and in “khan” salts from Bihar It has been estimated that 
about 800,000 maunds of sodium sulphate can be obtained 
annually even at present with some organised efforts 

(b) Phosphates 

Extensive deposits of natural phosphates have been found 
m Trichinopoly district and in Bihar The Trichinopoly deposits 
may yield about 7 million tons The soils of India have been 
found to be relatively deficient in phosphates, and bones and 
bone-meal which are exported from India in quantities are 
another important source on which we may count for the supply 
of phosphatic fertilisers 

^Science and Culture, October 1942, Records of the Geological Survey of India, 
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(c) Alkalies 

India annually imports large quantities of alkalies, as will 


be evident from the following table:— 



Caustic Soda 

1936-37 

1937-38 

1938-39 

Quantity in cwts 

424,000 

518,500 

497,000 

Value in rupees 

Sodium Carbonate 

3,657,000 

4,281,000 

4,507,000 

Quantity in cwts 

1,251,000 

1,488,000 

1,319,000 

Value in rupees 

Sodium Bicarbonate 

5,089,000 

5,958,000 

6,144,000 

Quantity in cwts 

121,000 

124,000 

94,000 

Value in rupees 

593.000 

560.000 

484.000 


In this country the most important natural source of sodium 
carbonate is “reh” or “kalar”, white alkaline efflorescence found 
on “Usar” lands in the Punjab and the UP The “Usar” Salts 
of the U P are particularly rich in sodium carbonate, while the 
quantities of sodium sulphate are larger in the Punjab It has 
been calculated that about 1,800 square miles in the UP are 
covered with visible efflorescence, and that 7 million tons of 
crude soda could be obtained annually from the province Large 
deposits of an earth which contains on an average 8 to 11 per 
cent of sodium carbonate have been found by Dr Bhatnagar, 
Director of the Scientific Research Board, in one place alone 
near the Lakhsar Railway Station 
Miscellaneous 

The occurrence of nickel—an important strategic metal—in 
India has not been suspected, but recently its discovery has been 
reported in the snowbound Himalayan regions near Nepal 

The President of the Geology Section of the Indian Science 
Congress, 1939, pointed out that there are distinct possibilities of 
the revival of certain forgotten mmeral industries like zinc 
sulphur and diamond There is good scope for re-starting trade 
in a few other gem stones like aqua-marine stones, topaz, rock 
crystal, garnet and ruby Many valuable minerals are some¬ 
times irrevocably lost on account of ignorance Thus beryl is 
exported by a mineral contractor in Jaipur State at £12 per ton, 
which IS really aquamarine with a value of one shilling per 
gram ^ 

Concluding Remarks 

When we have regard to all these resources which we have 
rapidly surveyed we would not be exaggerating if we maintain 
that the economic production of India to-day is far below its 
potentialities No country is completely self-sufficient m 

^ Vide, D N Wadia’s Presidential Address at the Indian Science Congress at 
Calcutta. January 1943 
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mineral raw materials, but so far as our mineral resources are 
concerned—and these are not renewable like forests—on the 
whole, our position is satisfactory both for war and peace time 
requirements India’s resources in minerals of strategic im¬ 
portance, minerals of munitions and defence armaments, base 
metals, alloys, fluxes, refractories and accessory minerals can be 
regarded as adequate, in several but not all of them India is 
deficient in tin, tungsten, lead, zinc, nickel, graphite and liquid 
fuels But in the basic metals, iron, manganese, aluminium and 
chromium, we are well supplied with a large excess in the case 
of the first three Ancillary minerals such as asbestos, cement, 
fertilisers, clays, mica, sulphur, various salts, ores and other 
minerals of industrial utility are in sufficient quantities for our 
needs, and in some we have an exportable surplus ^ Thus, it is 
not nature that has been niggardly in its gifts so far as this 
country is concerned. It is the human factor that has failed to 
take advantage of the many possibilities of economic develop¬ 
ment that have been placed at its disposal If man has failed 
for whatever reasons in the past to take advantage of these 
gifts, he can in the future rise over the stepping stones of these 
very failures into a larger life, having acquired the art of 
utilising all these resources in the light of advancing knowledge. 
We must remember, however, that the minerals are the gifts of 
nature and belong to the community as a whole Hence, their 
exploitation and utilisation must be in the interests of the whole 
nation, and not in the interests of a few who can increase their 
bank-balances by monopolies to mine them Nay, the recent 
trend in the direction of thinking in provincial terms about 
problems connected with our mineral resources has to be 
guarded against, as such a policy might be definitely harmful 
to the larger interests of the country as a whole 

When we take a general view of all the resources that nature 
has placed at the disposal of our country, we cannot help envisag¬ 
ing the possibilities of the place of India in the economic world 
of the future At least four of our minerals—mica, manganese 
ore, ilmenite and monazite—are of great importance to the 
industries ot the world, but unfortunately the greater part of the 
production of these minerals is exported in raw condition. It 
IS possible to prepare micamte from mica splittings, extract 
thorium oxide and cerium from monazite, smelt manganese ore 
to ferro-manganese and manufacture titanium white from 

‘Conservation of India’s Mineral Wealth,’ Indian Science Congress, Report, 
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ilmenite Moreover, there are possibilities for the development 
of 43 separate raw materials which would find increasing applica¬ 
tion with expansion of industries There is scope for the increas¬ 
ing use of resources like barite, bauxite, chromite, clays, coal, 
feldspar, fuller’s earth, glass sands, gypsum, kyanite, limestone, 
lithium, magnesite, manganese, mica, mineral pigments, mona- 
zite, nitrates, phosphates, potash, salt, storntium, sulphur, talc, 
titanium, tungsten and vanadium * As Professor Behre 
observes, “India possesses large reserves of most of the important 
industrial minerals—coal, iron, several of the ferro-alloys which 
make good steel, and the subsidiary minerals—^in ample quantity 
to make her a powerful and reasonably self-sufficient industrial 
nation 

If the development of the potentialities of all the areas of 
the world is a condition precedent to the establishment of world 
peace and friendly relations between the nations on a footing of 
equality of status, the one imperative duty that calls for thought 
and action on the part of all Indians is the duty of so planning 
the life of our people, as to make them no longer merely the 
sources of raw material and markets for the manufactured pro¬ 
ducts of Europe, America and Japan Theirs should be rather 
the duty of so planning their economic existence that all the 
inventions of the industrial revolution could be applied to their 
manifold resources for improving the standard of living of the 
people and for making the country self-sufficient within reason¬ 
able limits 


If we look at the nature of the economic development that 
has taken place so far in the life of the country, it might well 
be said that there has been a complete lack of policy in regard 
to such development ‘ The policy of discriminating protection, 
adumbrated by the Fiscal Commission 20 years ago, was never 
consistently adhered to in practice There was neither full and 
effective protection nor discrimination in favour of Indian indus¬ 
tries With the fear of offending British manufacturing interests, 
attention was confined to the protection of industries which 
could command an internal market, for which raw materials 
were available, and which did not directly compete with British 
industries except cotton textiles The possibilities of new in¬ 
dustries catering for a potential future market were never 


1 Vide. Dr Dunn’s Paper on ’The Future Development of India’s Minnrai 
Resources.” Indian Science Congress at Calcutta. Janua^ IMS Mineral 


paradoxical that India’s mineral Industry, which forms the real 
the country’s industrial expansion should have received no asslst- 
we of^he type given to agriculture, forests and jute Dr DunnV^’Indlan MiK’’ 
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thought about The future planning of the economic life of the 
country must be directed to the establishment of industries which 
will not only cater to the demand for consumers’ goods, but also 
for capital goods, and provide a broader basis for our national 
economy This implies a rational and planned mineral policy 
which would aim at the proper development of our mineral 
resources in a systematic manner, avoiding all wastage and 
properly conserving our resources, in the national interests This, 
in its turn, would become the basis for a planned policy of foster¬ 
ing the key industries like iron and steel, the power industry and 
the heavy industries connected with chemicals and machinery, 
with a view to a many-sided development of the life of 
our people 


CHAPTER III 

SOCIAL ENVIRONMENT AND ECONOMIC LIFE 

The doctrine familiarly known as the Economic Interpreta¬ 
tion of history tells us that all the social and cultural phases of 
human evolution are ultimately determined by economic causes 
which in turn are dependent upon the physical and geographical 
environment Marxian determmism as applied to all social 
phenomena is referred to as mateiialism, because in Marxism 
sufficient stress is not laid upon the influence of human ideals 
and ideas on social phenomena In fact, the latter are them¬ 
selves regarded as a reflection of the material and economic 
environment Now, there can be no doubt that human evolution 
in its early stages is dominated by factors like the nature of the 
soil, the climate and food supply and the resulting modes of 
occupation Occupation in turn determines the size and orga¬ 
nisation of the group, and conditions to a certain extent the 
feelings, customs and ideas of the people Even the religious 
ideas of a people may be partly influenced by the physical 
environment But with the advance of civilised life and the 
growth of the sciences, our insight into the laws of operation 
of the physical world gives us increasing control over the 
environment for the fulfilment of human purposes Thus with 
our increasing insight into the social environment which includes 
the entire system of institutions that surround us—laws and 
customs, property and markets, marriage and forms of govern¬ 
ment—^we may achieve control over our environment, so that 
we can modify and adjust it to the fulfilment of a better and 
a happier life 
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It must also be remembered that the activities of individuals 
as well as of nations are all closely related, and that social, 
political and economic institutions constantly act and mteract 
one upon the other. If, on the one hand, social and religious 
ideas and institutions directly affect economic life, on the other 
hand, economic institutions modify social life and customs and 
even religious practices If m the past hundred years political 
democracy has failed to fulfil the hopes which mankind enter¬ 
tained about it, it may be due partly to the fact that the political 
institutions associated with democracy worked in an economic 
and social environment that was not in harmony with democratic 
ideals For the same reason a mere imitation of economic 
democracy, such as the USSR has endeavoured to establish, 
may fail to make the fulness of life possible for humanity, if 
these institutions are not supplemented by a remodelled social 
and educational programme. 

The social life of India has been marked by three institutions, 
namely, the self-sufficient village, the caste system and the joint 
family The villagers were divided into castes and within the 
caste there were joint families For centuries the people lived 
in this rigid economic and social system with the village as 
the unit As Marx observes, “The structure of economic 
elements of the society remains unaffected by the storms in the 
political weather” ^ The rulers might have fought, and one 
conqueror might have replaced another, without affecting to any 
considerable extent the life of the villagers Within the village 
there was an elaborate division of occupations as between the 
cultivating classes and the artisans and craftsmen Among the 
craftsmen themselves there was an equally elaborate sub-division 
of occupation based upon caste Each kind of work was here¬ 
ditary, and it often happened that each artisan inherited the 
right to work for certain families Life in early days was 
simple, and the village, apart from the cultivator, had a carpenter, 
a potter, a washerman, a barber and a leather worker Spinning 
and weaving in the villages were subsidiary occupations Apart 
from the craftsmen there was a class of menials who did the 
work of scavenging, the outcastes, most of whom were the des¬ 
cendants of the aboriginal population of the country, who were 
absorbed into the Hindu society of these early days, instead of 
being exterminated All the artisan families along with the 

1 Capital, Vol I, p 379 (Everyman's Ubrary) 

For a classical description ot the village communities, see Ibid, pp 377 et sco 
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Brahmins and the outcastes received their incomes, not m cash, 
but in kind, and not by the day but over periods of half a year 
or a year. 

To complete the self-sufficiency of the village it usually 
happened that even the raw materials were close at hand. Wood 
growing within the village area could be used for buildings and 
implements Cotton was available in many parts of the coun¬ 
try Most of the goods produced were consumed in the village; 
and the surplus could be disposed of in the village fairs, held 
once a week by rotation in a group of villages The hand 
workers derived their skill through the heritage of centuries 
Their respective occupations had a religious sanction behind 
them They were the gifts of the gods, given to them for their 
living and to forsake such occupations would be a sacrilege. 

Caste System 

The caste system in turn was regarded as divinely ordained 
and was connected with the law of Karma, according to which 
a man’s status in this life was determined by his actions in past 
lives It IS the most outstanding feature of Indian social life 
Hindu society is divided today into more than a thousand castes 
and sub-castes It is the caste, and not the individual, who 
counts in Hindu social organisation Each caste is set apart 
by being engaged in a particular occupation, and is marked by 
customs which sometimes determine the minutest details of daily 
life. There are rigid rules which prescribe the limits within 
which social intercourse and marriage are permissible Indi¬ 
vidual development was conditioned by the obligations imposed 
by the requirements of social solidarity If an individual dis¬ 
obeys caste regulations he may be ostracised He can only be 
readmitted after proper expiation Otherwise, he and his family 
fall into the group of outcastes The chief characteristic of a 
caste IS endogamy A man must marry a woman of the same 
caste as himself This had one important economic result It 
reinforced heredity of function, for function was made hereditary 
on both sides of the family 

Of the features of a caste society there are three which 
belong to caste as a whole as well as to all sub-castes. They 
are rules with regard to feeding, social intercourse and marriage. 
Every sub-caste usually possesses its own panchayat or caste 
council. Inter-dining and inter-dnnking are restricted to the 
group which is endogamous Though the caste and sub-caste 

3 
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were endogamous, village society throughout India “was char¬ 
acterised by the possession of a number of permanent officials 
and menials belonging to different castes, each having a definite 
status in the economic and civic life of the village So also 
m the towns the council of elders chosen from all castes and 
representing all the vocations in the locality looked after the 
affairs of the town, embodying m this way the principles of 
co-operation and social solidarity 

“The evolution of caste m India is the normal extension of 
ancient Aryan institutions, as determined by the conditions and 
the environment under which these institutions grew in India 
The Hindus shared with the Greeks and Romans and with the 
Persians and Medes the same family organisation, the same clan 
and tribal organisations, with their advent into India they found 
themselves in the position of conquerors confronted by a con¬ 
quered population differing in colour and race The sacerdotal 
caste among the conquerors strengthens its powers and extends 
its privileges, and thus commences its crystallisation of caste 
system in India—a system which is neither a purely economic 
organisation of occupations, nor a chaos of tribes and conflicting 
races, nor a simple hierarchy of classes, but a mixture of all 
three unified by the common inspiration which dominates all 
the groups in their functioning Three broad determining 
conditions seem to have favoured the growth of this system 
(1) Differences due to race and conquests and the unlikeness 
between different strata of the population due to the differentia¬ 
tion of social functions In the America of our own times the 
universal feeling among the Whites that the Negroes must be 
held apart and subordinate as a race is a typical illustration of a 
caste institution Many of the Negroes may be superior to the 
majority of the Whites, but to dine with a Negro, to work or 
play by his side, or to associate with him m any relation, in which 
the superiority of the White man cannot be asserted, is held to 
be degrading The extent to which differences m social functions 
may develop and foster a caste organisation is also witnessed in 
the development of the feudal system with its two well-defined 
castes, the Knightly and Servile, between whom marriage was 
impossible and intercourse of any kind scanty In the case of 
India account must also be taken of the reaction of the theory on 
the system. When the idea that caste is natural had become 
prevalent and sanctified, it tended to create caste where it would 

’ G S Ghurye, “Caste and Race jn India ” p 23 



SOCIAL ENVIRONMENT AND ECONOMIC LIFE 35 

not Otherwise have existed (2) A settled state of society is 
favourable, and change hostile, to the growth of caste, because 
it is necessary that functions should be continuous through 
several generations before the principle of inheritance can 
become fixed This settled state of society prevailed in India 
for nearly a thousand years (3) The low state of communica¬ 
tion and enlightenment—the ignorance of the masses and the 
difficulties m the way of free intercourse between the different 
sections of society—confirmed the caste organisation Caste is 
an organisation of the social mind on a biological principle, and 
this means that functions should follow the line of descent 
instead of adjusting themselves to individual capacity, it means 
the subordination of reason to convenience, of freedom to 
order 

Nevertheless, in all Hindu social institutions we find that 
the aim is the welfare of the whole to which the individual is 
subordinated It is a functional organisation The caste system 
at least in its origins was no exception to this It had perhaps 
the eugenic value of preventing reckless intei-mixture The 
caste system regulated the inequalities of economic society by 
the principle of hereditary functions By prescribing for every¬ 
one his Dharma it regularised trade and profession, and endea¬ 
voured to free men from the obsession of greed and absorption 
in materialistic cares The castes also served as trade unions 
They protected the interests of their members by prohibiting 
outsiders into their trade and occupations, and also provided for 
united action against exploitation The caste organisation was 
instrumental in preserving the continuity of Hindu Culture and 
Civilisation 

However, it was not a system which could accommodate 
within it the new forces set in operation by the impact of the 
West From an economic point of view, it made the movement 
of labour and capital difficult, if not impossible, killed the spirit 
of enterprise and initiative by making functions hereditary and 
preventing social mobility There was no scope for ability to 
show itself, as movement up the social ladder was impossible 
The treatment of the untouchables which involved the degrada¬ 
tion of human beings to a condition sometimes worse than 
slavery means a tremendous wastage of human talents and 
potentialities Economic development was hindered, if not made 
impossible, in such a social order which was designed for 
stability rather than progress 

* Wadia and loshi “Tlie Wealth of India ” 1925 pp 123-25 
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Joint Family System 

The joint family had also a religious significance, securing 
the salvation of the souls of the dead members of the family by 
the offering of proper sacrifices The property of the joint 
family was intended for the spiritual benefit of the departed, as 
well as the temporal benefit of the living members of the family 
The right of inheritance was determined largely by the spiritual 
benefit which would accrue to the dead members of the family 
The institution of marriage had also a religious significance 
Above all things it was necessary for the head of the family to 
have a son, for on such a son depended his salvation hereafter 
Marriage was practically universal For parents to have un¬ 
married daughters was not only a disgrace but a dereliction of 
religious duty Early marriages were customary They were 
arranged by the parents while the children were young Early 
marriages were also a necessity for the preservation of family 
harmony It was not to be expected that a mother of forty 
would relinquish the management of a family to any young 
woman who might catch the fancy of a youth If a girl was to 
spend her life as a co-operating and contented member of a 
family, it was necessary that she should come to it early to be 
schooled in its traditions 

The joint family in India is a large group of relatives des¬ 
cending from a common ancestor Marriage is usually forbidden 
amongst its members The income and expenditure of such a 
family are joint The individual in the joint family scarcely 
exists except as a member of a group The relations of the 
members are governed not by secular law but by Hindu law 
and customary regulations The joint family, moreover, is 
closely linked, as we have already said, with early marriages 
So long as it endures there is no question of a young husband 
being unable to support his wife It is not necessary for him to 
leave the house of his father and set up a separate house The 
resources of the joint family give him and his wife economic 
security No young man need wait till he is in a position to 
earn an independent living 

Family life of any type involves sacrfice and is founded on 
a policy of mutual give and take But in the joint family where 
the wishes of all, young and old, males and females, have to 
be consulted and reconciled the sacrifice is infinitely greater. 
It is an association that guarantees the minimum of subsistence 
to every member, which supports the old and the infirm, provides 
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for widows and orphans, and looks after the physical weaklings 
and the decrepit It dispenses with institutions like the Poor 
Laws and the Work House 

From an economic point of view the joint family system 
meant co-operative production and co-operative consumption. 
This involved avoidance of economic wastage and conservation 
of economic resources The joint family facilitated proper divi- 
.sion of labour, where each contributed his quota of work 
according to his ability, and all shared in the fruits of the labour 
of each other In brief, the joint family was a socialistic 
organisation in miniature. 

Changes in Social Life: (a) Village 

The village organisation as a self-sufficient unit was the first 
to disappear under the operation of new economic factors that 
were brought into play with the establishment of British Rule 
The introduction and extension of roads and railways brought 
the villages into closer communication with the towns and 
widened the market The old system of paying in kind was 
replaced by one of payment m cash Customary fixing of wages 
and payments disappeared m favour of a competitive method 
The economic equilibrium of the village community and the 
self-supporting character of the village were upset The rela¬ 
tions between the villagers and the servants and craftsmen were 
also changed The latter began to work for individual em¬ 
ployers and no longer for the village as a whole As the villagers 
ceased to be isolated there was an increased mobility of labour 
Labourers were attracted to the towns and cities, to commercial 
and industrial enterprises by the higher rates of pay which they 
could obtain Even the artisans weie no longer tied to the 
village of their birth or their ancestral occupation, but migrated 
to places where they obtained better prices for their wares or 
labour 

The social structure of the village was further affected by 
the activities of the State As the Government began to under¬ 
take functions which were previously performed by the autono¬ 
mous village, as special departments were created for education, 
excise and forests, the villagers who were once accustomed to 
govern themselves were gradually habituated to being governed 
from without and by others The status of village functionaries 
was changed They ceased to be answerable to the village com¬ 
munities, of which they had once been the representatives or 
servants. The system of land revenue administration also 
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stressed the responsibility of the individual holder of land In¬ 
dividual holdings were assessed separately, whereas formerly 
the village was assessed as a whole The recognition under 
British Rule of the rights of private property m land was instru¬ 
mental in transforming land into a marketable commodity which 
could be bought and sold Transfers of land not only brought 
outsiders into the villages, but created a class of capitalist land¬ 
lords who displaced the peasant proprietors The age-old spirit 
of corporate life, fostered through economic and social give and 
take within the village, the idea of fraternity, was gone This 
decay has given us the ‘modern’ village with its poverty and 
uncleanliness, bickerings and feuds, ignoiance and superstition 
and, in a word, all the features of a callous demoralised collective 
existence. 

Amongst the methods ot communication that have influenced 
the life of the village must be mentioned the bus “The bus is 
outstripping the tram as a earner of ferment into the peasant 
life of India As the millions of Indian rats carry plague, so 
the thousands and thousands of buses always crammed with 
passengers and carrying them fiom the villages to the city and 
back, carry the virus of modernism By bringing the villages 
into contact with the towns and with the social and political 
developments of the rest of the country, the bus has awakened 
the rural population into a new sense of life Villagers use the 
bus to go to the cities where the circle of their interests and 
knowledge is widened, and they carry back new ideas to their 
homes The cinema in a town acts as a powerful ferment in 
the villager’s life and creates new interests and opens out a new 
world to him 

Whatever changes the bus may have brought into village 
life, it must not be forgotten that even today there are thousands 
of villages in India unconnected by a railway or a metalled road 
with the towns, and where the only modes of transport are 
human feet or the equally slow moving bullock cart These 
villages are but very little affected by the changes in the socio¬ 
political life brought by British Rule into India “Even now, 
despite the remarkable improvements in communications which 
have taken place, only a small proportion of the villages have 
railways or metalled roads within several miles of them, and 
the rest must be approached by rough cart tracks or winding 
pathways between the fields, of which the former alone can 

»n(j'ttw‘v^st*”*'lMl p”2« Herself," quoted by O’Malley in Modern India 
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afford passage to bullock wagons and such other wheeled traffic 
as there may be during the season when floods do not interrupt 
them. Thus many millions of Indian villagers are, according 
to Western standards, extremely isolated Those that happen 
to be situated within a few miles of towns or railways or good 
roads are in a position to widen their outlook, and acquaint 
themselves with larger happenings than those which village so¬ 
ciety provides, and can also market their surplus produce for 
consumption in urban India or abroad, but the others are still 
self-sufficing both economically and culturally Throughout the 
greater part of the country the typical self-contained Indian 
village community, unmodified for centuries, still exists—an 
interesting and surprisingly intricate social organism, in many 
ways resembling the characteristic rural unit of which we read 
in histones of Medieval Europe, and containing its landholders 
and tenants and agricultural labourers, its priest and its religious 
mendicant, its money-lender, and a whole order of artisans— 
the carpenter, the blacksmith, and the weaver, the potter and 
the oil-presser—each with his clearly prescribed functions, 
hallowed by centuries of ti edition The picture is not very 
different now, over a decade after this was written 

What changes broadcasting will bring into the social life of 
the village it is difficult to foiesee It may be used as an in¬ 
strument for uplifting the life of the rural population and for the 
promotion of social health Short and simple talks may be 
given in the languages of the different parts of the country on 
subjects like hygiene and sanitation, child welfare, crops and 
manuring, and the co-operative movement Such subjects may 
create a new interest in the lives of the villagers Information 
with regard to market prices of different kinds of crops may 
help the farmers in protecting themselves against the artifices 
of middlemen Programmes of music and songs and dialogues 
on current topics may lessen the dull monotony of village life 
In a country like India where the large majority of the adult 
population are unable to read and write, broadcasting has un¬ 
limited potentialities for dissipating the prevailing ignorance, 
and bringing light and life into the homes of the vllagers 
(b) The Caste Organisation 

The caste resembled the village in being a self-governing 
community It had religious sanctions based on the belief that 
it was a divinely ordained institution Whilst on the one hand 
it involves separatism, preventing the fusion of different classes 
> India in 1930-31, p 195 
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HI a homogeneous community, on the other hand, it is a bond 
of union among the members of each individual caste, setting 
up its own standards of life and conduct 

Long before the establishment of British Rule in India 
internal movements within the country had challenged the pri¬ 
vileges of the Brahmins and the inequalities involved in the 
caste organisation Reformers had denounced caste, stressed 
the equality of all men as worshippers of God, and taught that 
by faith and virtuous living all castes can be purified and attain 
salvation Sects like the Lingayats, which at one time rejected 
caste distinctions, were brought later on under the domination of 
the caste system There is also no doubt that the system acquir¬ 
ed greater strength and rigidity m reaction to the pressure of 
Islam in territories under Muslim rule 

It has also to be remembered that the composition and 
occupations of castes were susceptible of change Even the 
Laws of Manu recognised the possibility of a change of social 
status. “Much has been said about the caste system interfering 
with the economic life of the people But it is a conventional 
observation in many cases much exaggerated What is most 
prominent in the distribution of the workers in the occupations 
IS inevitable economic necessity Neither sanctity of custom 
nor caste prescription debarred change of occupation within 
limits Even in the 18th century we find Brahmins occupied as 
merchants, bankers or soldiers The resort to an occupation 
different from the hereditary was tolerated even by the func¬ 
tional castes 

Under the new conditions brought into existence by British 
Rule conveniences and material interests have been instrumental 
in the setting aside of caste rules “The attractions of football 
have triumphed over the prejudice against leather Imported 
articles like biscuits and aerated drinks have been accepted 
without demur An orthodox Brahmin who would not dream 
of taking food at the hands of a European takes it readily out 
of a tin made in a European factory 

The railways brought men and women belonging to all 
castes, high or low, into contact as fellow passengers, and so did 
the bus and the tram car Water was taken from municipal 
pipes and street hydrants were used by Hindus and Moslems 
alike And the extraordinary elasticity of practical Hinduism, 
like the elasticity of the Catholic Church in the Middle Ages, 

’ VenkatasubiMah “The Structural Basis of Indian Economy ” 1940, p 39 

- O’Malley op cii p 366 
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rose to the occasion in sanctioning practices which at one time 
would have compromised the salvation of the recalcitrant The 
merits of pilgrimage would not be lost by a railway journey and 
the water tax was a penance which atoned for the use of muni¬ 
cipal pipes The dissection of human bodies for medical pur¬ 
poses was not prohibited by the Shastras, so the Brahmins 
declared, when the study of anatomical surgery was introduced 
ui the Medical Colleges 

As the Census Report of 1931 puts it, “The conditions of 
modern life have broken down the idea that contact with certain 
castes involves pollution The us( of conveniences such as trains 
and trams necessitates a relaxation of the rule that certain castes 
pollute by touch ” The decline of the old handicrafts and 
occupations duo to competition from machine made goods has 
compelled large numbers from the villages, and even in villages, 
to take to occupations which have no reference to ancestral 
callings The impact of new economic forces resulting from 
the contact with the West has affected the caste system The 
caste system was an institution adapted to a static society It 
did not give any stimulus to inventive genius and was doomed 
at the touch of the Industrial Revolution For the machine does 
not respect persons whether Brahmins or Shudras In factories, 
people of different castes work together Urban life slowly but 
surely destroys rigid caste restrictions The trams, trains and 
theatres cater for all those who have money to pay irrespective 
of their castes, and so in the cities and towns the high born 
Brahmin is found rubbing shoulders with the low born Shudra 
In the markets, in the factories, m the tea shops, men belonging 
to all sorts of castes mingle together dissimilar in ethnic origin 
and domicile Intercourse with Europeans and political or 
economic conferences are bringing together men and women of 
different castes Economic necessity or ambition is leading even 
the higher castes to careers which 50 years ago would have been 
regarded with horror The educational institutions through 
their hostels foster a closer association between boys and girls 
of different castes The new social and cultural influences which 
have been brought to bear upon the life of the people during the 
past hundred years have violently shaken in the educated classes 
the foundations of the old rigid social order. 

Sometimes the system of caste has been defended on the 
ground that it provides every one born m the caste with some 
work, that it institutes a sort of democracy within the caste, and 
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secures the continuity of skill amongst the craftsmen by its here¬ 
ditary character On the other hand, it may be pointed out that 
the existence of the caste organisation has not prevented un¬ 
employment on a huge scale in the country, and that whatever 
skill and intelligence is inherited by the craftsmen, it has not 
enabled them to improve their standard of living 

Caste has brought about the undue suppression of large 
masses of men who belong to an inferior caste Their spirits and 
minds have not found the opportunities for growth The com¬ 
munity which IS caste-ridden is deprived of the intelectual and 
spiritual wealth which would otherwise have contributed to the 
uplift of humanity It has been largely responsible for the 
perpetuation of foreign rule by emphasizing and promoting 
separatist and fissiparous tendencies Even now when we have 
been freed from foreign domination, caste antagonism has not 
disappeared, as witnessed by the recent revival of the hatred 
against the Brahmins on the occasion of Gandhi]I’s assassination 
by a Brahmin Till recently it was common experience to hear 
the non-Brahmins and depressed classes declaring that they 
would prefer foreign domination to that of the high caste Hindus 

As for the influence of legislation on caste the only enact¬ 
ment that had a bearing on the caste system is the Caste Dis¬ 
abilities Removal Act 1850, which laid down that any law or 
usage which involved foifeilure of rights of property, or affected 
any right of inheritance by reason of any one being deprived of 
caste, cannot be enforced in the courts of British India The Act 
was intended to protect converts to Christianity or Islam 
Within the last year or two popular ministries in the provinces 
have enacted legislation removing different disabilities of the 
lower castes 

The judicial system m India may be included amongst the 
factors which have brbught about the weakening of caste rigidity 
The law administered b\ the State refuses to recognise the self- 
constituted courts of the castes, the punishments which they 
inflict are regarded as extra-legal The authority of the castes 
has frequently been set aside by ruling of the British Courts 
Any one aggrieved by a decision of the caste tribunal can fight 
his case in a court of law 

Though of late there has been a tendency in certain urban 
areas towards strengthening the caste organisation by a parochial 
patriotism by means of separate provision of houses and chawls, 
dispensaries, scholarships and hostels for one’s caste people,^ the 

iSee Ghurye, op cit pp 167-81 
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impact of the new economic forces—especially the development 
of finance capitalism—is steadily though slowly leading to the 
substitution of caste by class The machine has lifted a new class 
of people to wealth and power, and a bourgeoisie based upon 
economic power is replacing the old aristocracy based on birth 

There is an upward surge on the part of the lower castes 
Social reforms, economic betterment and educational advance 
are the channels, through which attempts are made to raise the 
status of the lower castes The movement for the uplift of the 
untouchables was initiated in the earlier days by the activities 
of philanthropic agencies like mi'-^ionary societies and the Arya 
Sama] The denial of their light to be classed as Hindus was 
modified by political considerations after the Reforms of 1919 
It was also felt that if India was to be recognised as coming 
within the comity of civilised nations, Indians themselves should 
recognise their responsibilities for the uplift of the depressed 
classes It was Gandhiji who galvanised the movement for 
the uplift of the Hamans by showing his readiness to fast to 
death first in 19*12 and again in 1933 As the result of these 
fasts, and the massive constructive and educational work done 
under Gandhip’s inspiiation, the untouchables were admitted to 
temples in a number of places m British India and Travancore, 
and other states issued proclamations, throwing temples open to 
all castes Gandhiji regarded untouchability as a heinous crime 
against humanity It had suppressed vast numbers of the Hindu 
community, who were not only as good as the rest, but who con¬ 
tributed to the social welfare by rendering essential services 
He rejected authority, if it conflicted with sober reason or the 
dictates of the heart He would not deny God by denying to a 
fifth of the Hindu race the right of association on an equal 
footing If the inertia and apathy characteristic of a static social 
organisation are today disappearing and the millions of Indians 
are awakened to a sense of the dignity and worth of human life 
this transformation may largely be attributed to Gandhi] i who 
has at one time offered his life foi the liberation of those depres¬ 
sed millions from the yoke of a dead past which has hitherto 
weighed them down 
(c) The Joint Family 

A hundred years ago families continuing undivided and 
having all things common for a number of generations were the 
rule and individual property the exception As time passed 
partitions of joint families became frequent, and it was some- 
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times stated that a family which had lasted for more than two 
generations was rare It is now becoming increasingly common 
for families to be dissolved on the death of the father. The 
property is divided, the sons take the share to which they are 
entitled and set up separate establishments Among the lower 
castes separation takes place even during the father’s lifetime 
This IS said to be due to limited house accommodation Very 
frequently the family dwelling place consists of a single room 
Among the upper classes partition during the lifetime of the 
father is not so prevalent The sons do not expect to have a 
private purse unless they have received a modern education 
and are imbued with Western ideas of individual rights It has 
been also observed that the largest joint families are to be found 
in the most fertile parts of India, where rural density is the 
highest, and where the best results in agriculture can be achieved 
by pooling all available labour and resources 

Economic considerations are also said to induce the families 
of artisans to stick together The joint family has preserved its 
vigour among the artisans more than among the agricultural 
castes It has often happened that the members of a joint 
family, as a matter of convenience, continue to live in the 
ancestral home even if they are split up The different families 
are as separate as the tenants of flats 

The disintegration of the joint family which is today conflned 
to the cities and towns may be traced to a number of causes 
The joint family is an institution which had its origin in times 
when the country was thinly populated, and cultivation was 
capable of expansion in response to the needs of growing family 
The larger the numbers in a family, the greater the number 
of people available for work The joint family was adapted 
to a static society in which the members of a family lived in 
the same place and followed the same occupation from genera¬ 
tion to generation During the last hundred years an increasing 
population has caused increasing pressure upon the soil Owing 
to the small size of holdings sons of cultivators are forced into 
the adoption of different callings Roads and railways facili¬ 
tate migration The able-bodied and the enterprising leave their 
homes to find work elsewhere and often settle down with their 
wives and children in the place of their employment. 

Another factor which has contributed to the disintegration 
of the joint family is psychological The growth of a spirit of 
individualism is hostile to an institution of which the corner- 
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stone IS co-operation and collectivism Ever since the power of 
making a testament was recognised under British Rule the pro¬ 
cess of disintegration of the joint family has been accentuated. 
We may also include among the disruptive influences friction 
between members of the same family, quarrels among women, 
troubles caused by idlers, and mismanagement of property by 
the head of the family Owing to the intrusion of Western 
ideas and ways of life discordant with old Indian customs, the 
joint family has often become a house divided against itself 
The older people in the family cling to old rituals and customs. 
The younger people discard them 

The joint family has been looked upon as an institution 
which discourages individual initiative and penalises the able 
and the industrious for the benefit of the idle Inequality of 
earning capacity among the different members of the family due 
to the variety of careers which are open under present-day con¬ 
ditions has been a source of disagreement The right to have a 
separate income is frequently claimed and the old readiness to 
share individual earnings is gradually disappearing Legislative 
enactments like the Gains of Learning Act ot 1930 have weakened 
the collectivist basis of the joint family by providing that an 
individual member has a separate property Such gams of 
learning were formerly treated as joint property The Law also 
allows a daughter’s son or sister’s son to succeed to family funds 
This IS a concession which undermines the very foundations of 
the joint family which recognises succession only m the male 
line. 

The old social institutions in India are in the melting pot. 
The village community as an isolated, autonomous, self-sufficient 
unit has almost disappeared The caste organisation is being 
increasingly challenged by economic pressure on the one side, 
and on the other, by the force of the new ideas and ideals that 
contact with Western thought and modes of living has brought 
with it The joint family though it has still a hold over the 
rural population is fast disappearing in the towns and cities. 
India’.s Religious and Cultural Heritage 

The culture and civilisation of any nation does not consist 
in purely mechanical improvements and the comforts of living, 
it has been defined as a form of social organisation in which 
men and women, thrown into close relations are enabled by 
their diversity of gifts to enrich and enlarge one another’s lives 
The rampart of mountains and forests which divides the Indian 
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continent from the rest of the world has in part determined that 
India should have developed a culture of a distinctive type. 
The Aryan invaders who settled in India found the country a 
land of forests which afforded them shelter from the fierce heat 
of the sun, fuel for the sacrificial fire and pastures for their 
cattle It was in these forests that Indian civilisation had its 
birth, and it was this environment that gave to the settlers a 
sense of friendliness with nature in its varying aspects—a sense 
of harmony between the spirit of man and the spirit of the world 
which they never lost, when mighty kingdoms were established 
and wealthy cities displaced th primeval forests “Even in the 
hey day of its material prosperity the heait of India ever looked 
back with adoration upon the early ideal of strenuous selt- 
lealisation, and the dignity of the simple life of the forest 
hermitage 

But it was not merely the forests that influenced Indian 
culture and attitude to the problems of life The Aryans who 
came to India must have spent their time among the Himalayan 
mountains Their minds must have imbibed the unearthly 
majesty and beauty of the snow covered ridges The individual 
might well have felt and realised his own littleness and helpless¬ 
ness, confronted by the grandeur and stupendousness of these 
huge upsurges out of the bowels of mother earth The Aryans 
were a poetic and imaginative people who were inspired by their 
surroundings into those creative legends and allegories which 
still survive in Hindu Mythology Indian thought has generally 
been contemplative, it has never been enamoured of the material 
side of life The Hindu never made the mistake of confusing 
appearance with reality He had no great confidence in human 
capacity, realising his own finitude in marked contrast to the 
infinitely towering mountains and the rushing torrents and the 
dense forests Exposed to calamities on an enormous scale in 
the shape of storms and earthquakes, floods and deluges of ram, 
and excessive draughts resulting in famines and pestilences, ex¬ 
posed also to the attacks of diseases and of wild animals, he 
was dominated by his surroundings and had “no desire to 
challenge these forces, to struggle with them, to acquire a 
mastery over them by study and analysis and concentration on 
details ” 

The Upanishads were largely the fruits of the Aryan ideas 
of Karma and transmigration “The innocent joy in life which 
greets us m the hymns of the Rig Veda was replaced by the 

'Tagore Sadhana, pp 4-5 
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belief in later days that every individual after death enters 
again upon a new existence in which he gathers the fruits of 
merit earlier acquired and has to endure the consequences of sin 
previously committed ” The Upanishads addressed themselves 
to a philosophical explanation of Karma, and offered a way of 
escape from the relentless judgment of rebirth Man has to 
escape the necessity of rebirths by a knowledge and contempla¬ 
tion of the Supreme Soul, “the one without a second ” 

But this fundamental unity of creation was not simply a 
subject of philosophical speculation It was the mission of India, 
as reflected in the life of the Rishis, to realise this harmony in 
feeling and action “India intuitively felt that the essential 
fact of this world has a vital meaning for us, we hav^e to be 
fully alive to it and establish a conscious relation with it, not 
merely impelled by scientific curiosity or greed of material ad¬ 
vantage, but realising it m the spirit of sympathy, with a large 
feeling of joy and peace 

When the Aryans conquered India they destroyed much of 
the aboriginal religion and culture No civilisation, however, 
can be wholly pure When we turn from speculation to religious 
belief, we find the Hindu conquerors absorbing into their pan¬ 
theon an assortment of Gods many of whom belonged to the 
indigenous race Brahma, Shiva and Vishnu, Brahma the prin¬ 
ciple and source of life, Vishnu the preserver, and Shiva the 
destroyer became the objects of worship, and many multitudes 
of gods and goddesses But about the average Indian even 
today there is a cuiious air of abstraction, a consciousness of 
the endless, timeless nature of Reality, and of the vanity of all 
things else The Hindu subordinated the material to the 
spiritual To him, religion was supreme, not politics He valued 
the eternal in preference to the temporal The power of religion 
IS revealed in every sphere of his daily life Is it then surprising 
that, “In our century it is a saint rather than a states¬ 
man who has for the first time m history unified all India’”’ 

As this thought pattern of the early Aryans was modified by 
contact with the conquered races, so their social pattern in 
contact with the conquered population was developed into a 
caste system which with the lapse of time multiplied into 
hundreds of castes tied down to rigid rules about mter- 
dining and inter-marriage The sanctions of the later religious 
organisation were brought to bear on the perpetuation of the 

> Tagore, Sadhana p 7 
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caste system. Men are born into a particular caste, and are 
unalterably superior or inferior to their neighbours The caste 
into which a man is born has been determined by his behaviour 
in a previous birth, and his only hope of a better lot in the next 
incarnation lies in the humble acceptance of his position and the 
strict observance of the rules of his caste 

“The joy of existence and realisation of life which marked 
the profounder teachings of the Rishis were subordinated to a 
doctrine of redemption which started from an assertion of the 
evil and pain inherent in human life” Life involves misery 
from which there is no ecape as long as consciousness persists 
The great majority of the people found comfort in a teaching 
which told them that peace could only be obtained through the 
extirpation of desire “The joy of life and work, of the harvest 
song that leads humanity through increased production to the 
kingdom of God, the message of work that had been preached 
by the Rishis of earlier days, was now replaced by a teaching 
that emphasised the extinction of desires and the suppression of 
wants And though Buddhism is now no longer in India the 
force that it once was, it has left its indelible impress on the 
mind of the people, taking away all joy out of work, making 
life a hindrance to spiritual progress, inspiring in the masses a 
sense of resignation to evil, instead of that spirit of discontent 
which looks on every evil as a challenge to man to be overcome 
by his efforts”' It is not easy to imagine a more effective 
method of persuading the down trodden and oppressed and 
poverty-stricken to remain content with their lot than the Hindu 
conviction of nature’s mastery over man, and of the working of 
inexorable laws which determine the fleeting fortunes and mis¬ 
fortunes of human life beyond the control of man 

The caste system was the most fundamental fact in the 
history and life of the Indian people It brought together in a 
smgle social organisation peoples and races, speaking languages 
twice as many as those of Europe, holding the most diversified 
religious beliefs, and representing every stage of intellectual 
development The caste system was the outcome of a spirit of 
toleration, that experimented in evolving a social unity within 
which all the different races could be held together, whilst they 
were left free to maintain their differences. In America and 
Australia the aboriginal and indigenous races were exterminated 
till only a few hundred thousand are left today to serve as 
museum specimens for anthropological study. In India the 

> Wadia and Joshl, op cit pp 178-9 
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abonginals were absorbed into the social organisation of the 
conquerors. What the caste organisation overlooked was that 
“in human beings differences are not like the physical barriers 
of mountains, fixed for ever—^they are fluid with life’s flow. 

In trying to avoid collisions, India set up boundaries of immov¬ 
able walls, thus giving to her numerous races the negative benefit 
of peace and order, but not the positive opportunity of expansion 
and movement The caste system was the crystallised expres¬ 
sion of an outlook on life that saw no value or worth in striving, 
in effort, in the desire to make oneself better and happier 

To sum up, Indian Civilisation is an “expression of a 
‘medieval’ people to whom religion is profounder than science 
if only because religion accepts at the outset the eternity of 
human ignorance and the vanity of human power In this piety 
lie the weakness and the strength of the Hindu his superstition 
and his gentleness, his introversion and his insight, his back¬ 
wardness and his depth, his weakness in war and his achievement 
in art Doubtless his climate affected his religion, and co¬ 
operated with it to enfeeble him, therefore he yielded with 
fatalistic resignation to the Huns, the Moslems and the 
Europeans ”•* 

Clash of Cultures 

India after the establishment of British Rule has become the 
meeting place of the East and the West The changes—political, 
social and economic—which occurred in the second half of the 
last century brought a new India into existence An immense 
increase of population, the development of commerce, the in¬ 
troduction of means of rapid communication—the railways, the 
postal and telegraph systems—the growth of printing and news¬ 
papers, broke down the geographical barriers which had formerly 
kept the people of the country apart and contributed to the 
consciousness of a common national life and destiny The facili¬ 
ties of communication led to movements of populations and 
affected the organisation of village life The spirit of nationa¬ 
lism was fostered by bodies hke the Poona Sarvajanik Sabha 
and the Indian National Congress Indian youth increasingly 
imbibed English thought through the channel of English litera¬ 
ture in educational institutions The spread of education led to 
a revival of pride in the ancient culture of the land. The 
victory of Japan over Russia was welcomed as the victory of an 

* Tagore, Nationalism, pp 188-7 
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Eastern over a Western power, and gave a new impetus to the 
demand for freedom from subjection to British Rule. 

But the West that came to India in the early years of the 
19th century was different from the West as it appeared to 
Indians in the later years of the 19th century and the last forty 
years of the present century The West that spoke to India 
through the works of Shelley, Keats and Wordsworth, through 
Mazzini and Garibaldi was a West that believed in dreams of 
brotherhood and freedom. The West as it strikes the educated 
Indian today is a West that pins its faith on machinery and 
armaments, a West that is in danger of losing its finer traditions 
m the worship of wealth and power. 

When we talk about India as the meeting place of East and 
West, let us also remember that ours is a country with a culture 
that is neither uniform nor evenly distributed Western culture 
has today spread only to a section of the people—that section in 
the towns and cities who can read and write English The India 
that lives in the villages has been far less affected by Western 
influences The motor bus is breaking down the isolation of 
the villages, the economic life of the village has been affected 
by the Western methods of administration, by the use of 
machine-made commodities, by a price economy that has linked 
the village to markets m and outside the country But other¬ 
wise the traditional life of the village rolls on as it did genera¬ 
tions ago A new hfe, however, is coming to the villages 
through a hundred different channels of which it is difficult to 
take account The villages are increasingly linked together, not 
only through the railways and the telegraphs and the bus, but 
also through the cinema and the radio. The commercial traveller 
anKious for business, the college student returning to his village, 
the political adventurer anxious for his vote, the great leader 
collecting the masses in thousands, bring a new life blood full 
of promise. 

But how will this promise eventuate*^ The contrast between 
the East and the West is not a contrast between the pursuit of 
the spiritual and the worship of the material. Europe is not 
simply occupied with material things. The ideals of human 
activity—the search for truth and beauty and goodness are not 
confined to any one continent or any one race. In the West, as 
In the East, man is pouring forth his life for knowledge and for 
the service of humanity We, on the other hand, in the East, 
bound by fetters of the past, revelling in a ritualism which 
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worships the external form instead of the spirit that is behind 
the form, we who believe that sin can be washed away by the 
waters of the Ganges, we are materialistic in our outlook to this 
extent Man is essentially a spiritual animal and can never 
remain solely material The contrast between the East and the 
West IS rather a contrast between an approach to life in institu¬ 
tions that has subordinated the individual to the group in the 
larger interests of the group, denying to the individual in some 
ways the opportunities for a fuller life, and an approach to life 
which in the name of the rights of personality and freedom for 
the individual has brought chaos in the field of economics, and 
expressed itself in the narrower forms of organised selfishness. 

Nowhere does this contrast find more typical expression than 
in the institution of marriage—the Hindu ideal of marriage has 
no regard for individual taste or inclination Hindu society 
found itself in an environment where the encroachment of alien 
cultures had been a constant danger to be guarded against; 
marriage had to be rescued from the control of the heart, selection 
by “love” had to be strictly regulated for the sake of the progeny. 
Even m Europe we see glimpses of such considerations m the 
marriages between royal dynasties In the West, on the other 
hand, the greed of man has sought to use woman for the purposes 
of his individual enjoyment, marriage has lost that social 
significance which once belonged to it The process of urbanisa¬ 
tion has brought with it the separation of the individual from 
the group into which he was born, and his removal from its 
supervision New ideologies have destroyed the sacramental 
character of the meirriage ceremony and the justification of sex 
relations only in terms of progeny 

It IS this contrast in attitudes to which India has been a 
witness during the last few decades We need not rake up the 
history of the past. But the immediate results of the shrinking 
of the earth's proportions by scientific knowledge and its 
applications he in the increased opportunities offered to the 
stronger races to exploit the weaker ones by the organised 
mechanism of power The weaker ones have in turn cultivated 
as a measure of self-defence an attitude of national self-assertion 
which aggravates misunderstandmg and promotes conflicts. 

We have described the changes in our social institutions. 
Elsewhere we have dealt with economic life under the British. 
By her clash and contact with the West, India has perhaps re- 
invigorated her culture. Spiritually, she fights hard against the 
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religious superstitions which are rapidly being dissolved by the 
acid touch of modern science. In the political sphere, she has 
achieved a unity never possessed before And economically, she 
IS trying to imitate the West by developmg her industries But 
shall we in India allow the Western type of Industrial Revolution 
to breed uncontrolled capitalism with its concomitants of 
millionaires and paupers, of palatial buildings and slums— 
which have already begun to appear—^which negate the whole of 
our cultural heritage’ Or shall we imbibe the best m the West 
and properly adapt it without losing the spirit of our ancient 
culture’ May we not in the midst of these conflicts hope for a 
better order in which what the East will value and teach 
humanity—or learn by co-operation with the West—that if it is 
Ihe destiny of man that he should achieve a material salvation. 
It IS also true that this material salvation is possible by man’s 
own powers, and that such a salvation may be worse than a 
spiritual damnation Blessed indeed are those that inherit the 
earth, but the holy alone can be happy 

The hope for a fusion of cultures and institutions rests on 
the fact that whatever mfluence Western institutions have 
exercised in India has been exercised largely on the upper strata 
of society—the men living in the cities, the Rajas and Nawabs 
and the bourgeoisie of the towns, men in top hats and the women 
m short skirts and slacks, the cinema goers and the cabaret 
frequenters The heart of India still beats strong in the villages 
—Rulers may come and go—a New Delhi may replace an old 
Delhi as the seat of power The salt tax may take the place of 
jezta They are the changing phases of the social environment 
much like the changing phases of the climate and the rams 
The hunger and thirst for truth, the sense of the infinite still 
reconciles the villager to these changing phases This is the 
foundation of our hope that in the emergence of a better world 
order India will make its own distinctive contribution 

If India has to plan a new economic order, such an economic 
order aiming at the social control of its agriculture and indus¬ 
tries in the general interest of the people cannot just be grafted 
upon the old social institutions The new economic order must 
be built on the foundation of the revitalised village as a coherent 
economic unit, not necessarily self-sufficing, but duly linked up 
with the rest In the future order that we envisage, caste and 
religious institutions will be regarded as irrelevant m the context 
of CIVIC and economic pursuits; for, after all, the incidence of 
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economic changes is equal for all; economic forces—markets and 
prices, banking and currency policy, etc.,—make no distmction 
between a Hindu and a Moslem, a Parsi and a Christian. The 
communal differences are, in fact, soluble only in terms of the 
organic unity of the economic life we are striving for This will 
require a new type of family, based no longer upon the social 
inferiority of women, but resting on the equality of relations 
between the sexes, recognising the equal status of women with 
men, making possible not only health and happiness within the 
individual family, but securing the welfare of the younger 
generation by providing an atmosphere of iiiend&hip and affection 
between parents, and by recognising the ‘right of the unborn to 
be well-born ’ Such an economic order can no more tolerate a 
caste organisation, however deeply rooted it may be in the past 
It will have to rest for /cs security and permanency on a new 
social order, not a classless society m which there will be no 
differentiation of functions and division of labour, but a society 
m which differentiation Oi. functions will rest, not on wealth 
or birth or property, but on merit and virtue It will be a 
society in which class differences will depend not on rank and 
status, nor on descent, nor on a dignity that is separatist in its 
results, but on ability to contiibute to social well-being Every 
honest occupation will be regarded as worthy of respect No 
work will be regarded as clean or unclean in itself Equality 
of opportunity will enable the individual irrespective of his caste 
or creed to find his proper level, and co-operation between the 
different classes will make it possible for all to grow into the 
fulness of life Such an order will aim at an organic whole 
of institutions in which the spirit of service and sacrifice which 
marked the earlier social oigamsation of India at its best will be 
preserved, whilst its adjuncts and excrescences which have 
impeded the progress of a happy and healthy national life will 
have disappeared. 


CHAPTER IV 
THE HUMAN FACTOR 

The wealth of a country depends ultimately on two factors, 
namely, the gifts of nature, including the soil, the climate, the 
mineral resources and the geographical location, and on the 
human factor, the quantity and quality of man-power or the 
working population. As man advances in civilisation, the 
mfluence of the environment plays a diminishing part as 
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compared with the human factor. As society progresses, man 
becomes less and less dependent on the environment which he is 
able to modify and control by scientific knowledge With the 
best natural advantages a country will make a poor show in 
the production of wealth, if the people are lacking in the ability 
to make the best possible use of the resources at their disposal. 

Modern theories of population start with Malthus who wrote 
his Essay on the Principle of Population in 1798 Studies of 
animal life had already drawn attention to the tendency for 
animals to increase beyond the means of subsistence provided 
by Nature Moreover, in Malthus’ times the mechanised methods 
of agriculture which have given rise to the phenomenal increase 
in production of foodstuffs were unknown Further the en¬ 
ormous increase in production of wealth which the Industrial 
Revolution made possible m the second half of the 19th century, 
was still in the making Again, the maladministration of the 
Poor Laws in England was attended in Malthus’ times by an 
increase of population among the poorer classes Finally on 
the virgin soil of America the descendants of the Pilgrim 
Fathers were doubling themselves in number every 25 years. 
These were the conditions under which Malthus enunciated his 
theory that there is a tendency for population in every country 
to increase faster than the means of subsistence Such a 
tendency is attended by the operation of positive checks like 
increase in the death rate by wars, famines, plagues and dis¬ 
eases in general If such consequences are to be averted, moral 
restraint and the operation of prudential considerations should 
be brought into play by the spread of education 

Population theories change with the spirit of the times, and 
are largely determined by the environmental conditions under 
which they are formulated The hundred years that followed 
the enunciation of the Law of Population by Malthus witnessed 
a phenomenal increase in population in Europe, accompanied by 
a constantly improving standard m comfort Marx in the middle 
of the last century based his theory of population on capital 
accumulation and institutional influences ‘Over-population,’ 
according to him, is due not to limited productive capacity but 
to the maladministration of mcome peculiar to capitalism In 
the years that followed the last World War observers of social 
phenomena called attention to the unprecedentedly precipitate 
decline in birth rates in Western Europe and the USA. Unless, 
they said, there was an increase in net fertility, within a few 
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decades there would be stationary population. Not only that, 
but now the bogey of overpopulation is replaced by that of 
‘depopulation’, as there is a tendency towards a declining popula¬ 
tion This has been contrasted with the rapidly increasing 
population in the Asiatic countries, and the White people are 
warned of the danger of a stationary or a declining population.^ 

The Malthusian theory in terms of numbers and subsistence 
IS no longer of any practical interest, except in countries like 
our own where population and production are in equilibrium, 
if at all, at a point winch may be called a point ot bare sub¬ 
sistence The optimum theory of population which has been 
formulated more recently tells us that at any given time or 
under any given particular conditions, other things being equal, 
there is what may be called a point of maximum returns attained 
when the population is so exactly fitted to the circumstances, 
that returns would be less if it were either less or more than 
it is This population has been called the optimum population. 
The optimum varies from time to time as conditions determining 
production vary 

As Myrdal has pointed out, the optimum theory takes the 
average level of living as a function of population density But 
nothing in it suggests that the optimum could not, for large 
spaces, have a very level course “The theory is a speculative 
figment of the mind without much connection with this world, 
it does not give any guiding rule for the practical and political 
judgment of reality 

An adequate population theory in our times will recognise, 
in the first place, that the population problem in the years 
immediately before us will be one of distribution rather than 
of production In the West it will be concerned with the fate 
of vast industrial populations which may be cut off from world 
markets, by the industrialisation of the so-called backward 
countries. Above all, the student of population trends in the 
future will be faced with the question whether each nation is 
entitled to a standard of livmg based on the richness of its own 
natural resources, or whether moral sentiment will require a 
general levelling of the standards of living by a sharing of the 

^Thus the Duke of Devonshire, Under Secretary of State for the Dominions 
stated in 1938 “We are all busy about armaments, but battleships tanks, guns 
and rifles are no good unless we have the men, and if we continue to be teced 
with the decline that Is going on among the English-speaking people of the Empire, 
teen armaments can never be any good, and we shall never be able to populate 
teis^lmmense heritage of ours ” Quoted in ’Control of Life’ by H Sutherland, 1944, 

• “Population—A Problem for Democracy,” 1940, pp 143-4 
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world’s resources, and by a policy of unrestricted migration to 
all parts of the earth The pooling of the world’s resources in a 
free market to which all nations will have access, such as the 
Atlantic Charter contemplates, will not solve the economic pro¬ 
blems connected with population, unless the hitherto sparsely 
populated parts of the earth cease to be regarded as preserves 
for the accommodation of the Whites. Thus, the population 
problem raises the question of social policy as a whole in which 
ethical aspects are bound to play a very important role 

Growth and Density 

The population of India must have been practically station¬ 
ary over long periods, in the past This stability could not 
have been the result solely of positive checks like plague, war and 
famine, regularly at work and pruning off the surplus growth 
The establishment under British Rule in the beginning of the 
19th century of a degree of security that was not previously 
experienced, as well as the economic disequilibrium that ensued, 
might have contributed to the growth of the population A 
larger population could be supported at the prevailing standard 
by an extension of cultivation to unoccupied land Sir William 
Hunter has stated that there was no sign of over-population 
in India before 1840 Support is found for this belief in the 
fact that there was competition for cultivation rather than for 
land After 1840, the value of land has steadily increased It 
IS even maintained that the pressure of population has raised the 
value of land in many parts above the economic level, so that 
landowners obtain profits, not from the produce of the soil, but 
from the cultivators’ earnings from other occupations The fact 
that an increase in the cropped area has, for several decades, 
occurred only when new irrigation works have been constructed, 
is significant as suggesting that under present conditions and 
methods there is little scope for the extension of cultivation m 
response to a growing population. We shall have opportunities 
later on for pointing out how the mcreasing pressure of popula¬ 
tion on the land has given rise to some of the most serious 
problems connected with agriculture, fragmentation and sub¬ 
division, growing mdebtedness, land hunger and landless labour. 

The following table indicates the growth in population from 
1881 :— 
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Tear 

Reasons 

for increase in millions 
Real 

Increase doe to Increase 
Inclusion Improve- of 

Total 

Rate 

percent 

of 

1872 

In 

millions 

208 

of new 
areas 

ment of popula 
method tion 


real 

increase 

1881 

256 

33 0 

12 0 

30 

48 0 

1 5 

1891 

285 

57 

35 

24 3 

33 5 

96 

1901 

294 

27 

02 

4 1 

70 

1.4 

1911 

315 

18 

— 

18 7 

20 5 

64 

1921 

318 

0 1 

— 

3 7 

38 

12 

1931 

338* 

— 

— 

34 0 

34 0 

10 6 

1941 

389* 

_ 

— 

510 

510 

15 1 

The 

increase in the period 1921-31 in 

the population 

of India 


was regarded by some people as startling The increase in 
1931-41 was even greater, with an addition of 50 million to our 
population, a total greater than the existing population of 
France The total population of the world amounted to 
1,850,000,000 in 1931 The population of the world in 1940 has 
been estimated at 2,170,000,000 that is, it increased in 9 years 
by 17 per cent In Western Europe the rate of increase has 
been small In Japan, on the other hand, the population 
increased from 42,000,000 in 1896 to 78,000,000 in 1920 and to 
105,000,000 in 1940 Nowhere, however, do we find such varia¬ 
tions in the rate of increase between one decade and another 
as have occurred in the population growth of India 

Writing about the increase in population in 1931 the Census 
Report observed “The actual figure of the increase alone is 
little under 34 million, a figure approaching equality with that 
of the total population of France or Italy, and appreciably 
greater than that of such important European powers as Poland 
and Spam The population now even exceeds the latest estmiute 
of the population of China, so that India now heads the list of 
all countries in the world in the number of her inhabitants This 
increase, however, is from most points of view a cause for alarm 
rather than satisfaction 

The Malthusian theory, which was definitely pessimistic in 
its outlook seemed to be an inaccurate analysis of population 
growth, in the light of the hundred years’ history of rapid 
development in numbers in the West accompanied by improving 
standards of life But in India the history of the last hundred 
years has illustrated the operation of the positive checks, clearly 
mdicating the growing pressure of population on the means of 
subsistence Attempts have been made to estimate population 
pressure by reference to the cultivated area; 2 5 acres per capita 
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are said to represent the minimum size of cultivated land 
necessary for keeping the individual m health and efficiency^ 
Keeping in mind the fact that in many parts of India two crops 
are raised during the year, and that food requirements may be 
less m the East than m the colder countries of the West, we 
may safely assume that 5 acres is the minimum size of an 
agricultural holding necessary for the subsistence of a family 
of five souls Judged by this standard of one acre of cropped 
land per capita the following table bears ample evidence of 
overpopulation —^ 


Province 

Bengal 

Bihar and Orissa 

United Provinces 

Madras 

Punjab 

C P 

Bombay 


Popnla- Crop area Crop area Co*efficlent 
tion in in millions per capita of over¬ 


millions of acres 
50 1 
37 6 
48 4 
46 7 
23 5 
15 5 
219 


in acres population 

0 47 2 1 

0 63 1 58 

0 74 1 35 

0 74 1 35 

1 12 0 89 

1 58 0 63 

161 0 62 


The situation gives us greater concern when we remember 
that the population m these provinces has increased faster during 
the last ten years than the cropped area 

It must be remembered, however, that food supply alone in 
relation to population cannot give us an adequate co-efficient of 
over-population We must measure the total income of the com¬ 
munity In highly industrialised countries, the total production 
indices m relation to the numbers can give us an adequate idea 
of population conditions In the absence of a census of produc¬ 
tion in India, this line of investigation is not feasible However, 


in a country like ours, where the vast majority of people are 
agriculturists, and where 80% of the income is derived from 
agricultural produce, the measurement of the co-efficient of 
over-population by reference to crop area is a useful indication 
of the trend of our population 
Positive Checks 


That the positive checks are still operating in India in the 
shape of starvation and pestilences is not a political exaggeration 
but can be amply borne out by figures 

Freanency of Famines Estimated 

Period Number mortality 


1775-1800 

1800-1825 

1826-1850 

1851-1875 

1876-1900 


3 

5 
2 

6 
18 


1,000,000 

400,000 

5,000,000 

26,000,000 


1 Pood and Population Proceedings of the World Population 
*R Mukerjee. “Food Planning lor 400 MiUion,” 1938 p 2 


Conference, p 88 
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Period 

1888-1889 

1891-1892 

1896-1897 

1899-1900 


Area and Population Affected 


Area in Population No. employed on 
square miles miilions relief works 


3,500 

50.000 

225,000 

189,000 


1 64,000 

7 240,000 

62 3,300,000 

28 4,600,000 


These figures would indicate that there has been a gradual 
increase in the number of people with low vitality, and con¬ 
sequent liability to elimmation by starvation It is true that 
famines after 1900 have lost their old rigour, that famines of the 
old type in which millions died of starvation have ceased to 
work out their disastrous consequences “Famines are no longer 
of frequent occurrence, or devastating in their effects, when 
they occur, the measures taken to alleviate distress are more 
of the nature of poor relief, such as the provision of food for a 
small minority and of employment for others This improve¬ 
ment in the situation is largely the result of facilities in com¬ 
munication But there is scarcely a year in which scarcity 
conditions do not occur in some parts of the country, and such 
severe droughts as do occur from time to time are followed by 
outbreaks of diseases, due to unwholesome and insufficient food 
No careful inquiry has yet been undertaken into the mortality 
rates of deficiency diseases as well as diseases like dysentery, 
fever and diarrhoea in areas that suffer from scarcity The 
report of the Famine Commission of 1901 observed that mortality 
due to privation is followed by a further rise in mortality due to 
cholera, diarrhoea and fever, the obvious result of a weakening 
of the power of resistance against such attacks Famines, how¬ 
ever, are a natural calamity They are not necessarily due to 
over-population So also a small community may suffer from 
epidemics and diseases if sanitation is bad 

Turning in the next place to epidemics as a positive check to 
the growth of population we have the following estimates of 
mortality due to bubonic plague during 1896-1920 — 

Period All-India Recorded Actual Estimates 

Mortality 

1896-1901 500,000 750,000 

1901-1911 6,500,000 8,775,000 

1911-1921 3,022,000 3,929,000 


Influenza in 1918 and 1919 took as many lives as bubonic 
plague — 

I O'Malley, op cit p 83 It Is necessary, however to remember that in India 
the normal poverty of the population and lack of purchasing power aggravate the 
consequences of scarcity due to shortage of crops into consequences as serious as 
those of famines 
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Province Estimated deaths in 1918 Death rate per miile 


Ajmere-Merwara 

29,835 

59 5 

Assam 

111,340 

18 6 

Bengal 

386,572 

8.5 

Bihar and Orissa 

709,976 

20 5 

Bombay 

1,059,497 

54 9 

C P and Berar 

924,949 

66 4 

Coorg 

2,014 

11 5 

Delhi 

23,612 

56 6 

Madras 

683 169 

16 7 

N -W F Province 

89,035 

43 6 

Punjab 

898,948 

45 4 

United Provinces 

2,034,257 

43 4 

Total 

7,089.695 


Total estimated for 1919 

1.330,000 


Total for 1918 and 1919 

8,419,695 



Messrs Russell and Raja have estimated the mortality from 
influenza between 1918 and 1919 at 14,000,000 ^ This is a sounder 
estimate when we remember that the estimated figures in the 
above table refer to the areas under registration, which contain 
only three-fourths of the population of India 

But the operation of the Malthusian check is not merely 
confined to the occurrence of epidemics like bubonic plague and 
influenza Even an ordinary preventible disease like malaria, 
of which Europe has been freed during the last 50 years by the 
applications of medical research, takes a larger toll of lives in 
India than bubonic plague as will appear from the following 
table — 


1901-1911 1911-1921 


Province 

Deaths from 

Deaths from 


Malaria 

Plague 

Malaria 

Plague 

Assam 

161,76? 

_ 

207,932 

_ 

Bengal 

1,971,221 

51,012 

2,091,289 

6,663 

Bihar and Orissa 

1,432,196 

545,450 

1,590,788 

320,137 

Bombay 

516,993 

1,111,441 

725,162 

563,897 

C P and Berar 

399,082 

222,652 

690,264 

180,180 

Madras 

584,152 

68,873 

742,061 

105,332 

Punjab 

900,752 

2,025,220 

1,315,252 

889,951 

2,780,391 

663,876 

U P 

2,677,171 

1,112,380 

Total 

Total from plague 
(1901-1921) 

Total from malaria 
(1901-1921) 

8,643,329 

8,262,365 

18,361,167* 

5,339,900 

9,717,838 

2,952,465 


Thus, it IS apparent, taking even the official estimates of 
deaths from malaria, that its effects in our country are more 
alarming than the havoc caused by an epidemic disease. Malaria, 
instead of being a serious menace, is assumed to be a normal 
feature of life m India. It is not, however, the direct toll of 
human lives but the indirect effects on mortality of this disease 
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that should cause the gravest concern to those responsible for 
our welfare It is a truism that lingering malaria weakens the 
vitality of those who suffer from it, and reduces the birth rate 
It IS not possible to determine precisely to what extent malaria 
affects the birth rate But Mr Ranadive gives the following 
table in which he compares the birth raet of those areas of 
Bengal which are known to be malarious with the birth rate of 
the whole of Bengal —'■ 


Birth rate in Bengal 37 60 32 8 

Birth rate in West Bengal 33 48 30 2 

Birth rate in Central Bengal 33 83 30 8 

Deficiency in West Bengal 412 2 6 

Deficiency in Central Bengal 3 77 2 0 

Loss in Births over previous census in West Bengal 339,491 220,155 

Loss in Births over prev lous census in Central Bengal 291,450 188,513 

Total loss in births 630,941 408,668 


There is no doubt that malaria constitutes one of the gravest 
threats to the health of the population Col Sinton who was 
Director of the Malaria Survey of India for a number of years 
asserted that there was indisputable evidence to show that about 
100,000,000 individuals, suffer yearly from malaria in British 
India alone, and that about 25 to 75 million more suffer from an 
indirect morbidity due to malaria 

Annual deaths from malaria in British India are approxi¬ 
mately IV4 million In 1936, recorded figures showed a toll of 
1,567,084 lives “During the past decade, cholera, small pox and 
plague, the three infectious diseases which generally attract most 
notice, were altogether responsible for about 357,000 deaths each 
year, a figure which is less than one-third of the annual toll of 
life taken by malaria It is, therefore, certain that malaria con¬ 
stitutes the major public health problem in India, both from the 
point of view of morbidity and of mortality The Annual 
Report of the Public Health Commissioner for 1938 observes “In 
British India as a whole the number of deaths registered as being 
due to malaria was 1,577,865 m 1938, of which nearly 96 4 per cent 
took place in rural and remainder in urban areas The corres¬ 
ponding mortality rates for malaria were 6 1 per mille in rural 
and 2 2 per mille in urban areas The incidence of the disease 
in the villages appears, therefore, to have been much higher than 
in the towns 

As regards tuberculosis—essentially a poverty disease—the 
Public Health Commissioner in his report for 1938 observes: “The 
available evidence seems to suggest that the disease has been 
-Ibid, p 102 

■Annual Report of the Public Health Commissioner for 1936, p 49 
■Annual Report of the Public Health Commissioner for 1938, p 43 



OUR ECONOMIC PROBLEM 


spreading from congested urban to the rural areas, and now 
constitutes one of the most important problems in India from the 
viewpoint of health. Like leprosy it is one of those social diseases 
whose control can be attempted only by a comprehensive plan 
of improvement of living conditions .social measures directed 
towards improved housing conditions and better nutrition con¬ 
stitute an equally important part of the preventive campaign 
The following table also shows the comparative death rates 
from some diseases in a few cities —^ 

Specific Death Rates per 100,000 New 

Cause Calcutta Madras Bombay York London 

Tuberculosis 270 0 113 0 170 0 47 0 87 0 

Dysentery and Diarrhoea 250 0 436 0 252 0 0 0 0 0 

Typhoid 90 0 16 0 40 0 0 2 0 4 

Cholera 50 0 00 00 00 00 

That the positive checks of Malthus are still in operation m 
India is as good a commentary on the habits and ways of life of 
the people of India as on the administration of the rulers of the 
country. , 


Density 

The number of people that can be supported m any country 
per square mile depends on the stage of economic development 
which the country has reached and on its natural resources A 
highly industrialised country can support a far larger number of 
people than a country like India, with a population mainly 
dependent on agriculture carried on by methods handed down 
from early days The following table gives us the comparative 
density of population in a few typical countries — 

Number of persons per sq. mile in 1940 
Belgium 702 Tapan . 250 

England and Wales 703 USA . 250 

Netherlands . 639 India . 248 


The following table gives the comparative growth of density 
in India-—’ 


India 

Provinces 


Density 

1901 1911 1921 1931 1941 
179 191 193 213 246 
254 267 269 296 341 


Percentage Variation 



India 

Province 

1901-11 

.. + 67 

+ 50 

1911-21 

+ 09 

+ 08 

1921-31 

+ 10 6 

+ 99 

1931-41 

+15 0 

+15 2 

1901-41 

+37 0 

+341 


ip 54 The Klna-Emperor'i- - 

Mmttnn of India established in 1938 are worth noting in connection with the 
organised efforts against this disease 

> John B Grant. “The Health of India," Oxford Pamphlets on Indian Affairs No 
12. AprU. 1943. p 21 
»Censur --- *' 


:ensu8 Report, 1941 Vol I. Part I, p 68. 
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The following table shows the relative increase m density 
m some provinces:—^ 

Density per square mile Fercentatre variation 
Province 1901 1911 1921 1931 1941 1901-1941 

Madras . 287 309 318 350 391 + 361 

Bombay 200 211 209 235 272 4 361 

Bengal 529 569 584 627 779 4 431 

Puniab 201 198 209 238 287 + 42 5 

Bihar 405 421 416 464 521 + 28 6 

Sikkim 21 32 30 40 44 +105 9 

It will thus be seen that the density varies from 780 m Bengal 
to 44 in Sikkim State ^ 

The growth of population in Bengal gives rise to a question 
that was even asked in 1931 by an officer of the Bengal Govern¬ 
ment in the last census report, namely, can Bengal support a 
larger population’ The officer in question, namely, the Census 
Superintendent, Mr Porter, anticipated that the population 
would increase to 53 million in 1941 The actual population of 
Bengal today is 60 million Mr Porter based his calculations on 
the application of Pearl’s Logistic Curve, and pointed out that 
the prospect of such a considerable increase led to the apprehen¬ 
sion that the population was rapidly approaching numbers, which 
could not be sustained at any reasonable standard of living upon 
the means of subsistence which Bengal could produce for long 
He, however, endeavoured to contend against such an apprehen¬ 
sion by referring to the possibility of increased output of food, 
improved methods of cultivation and extension of the cultivated 
area He naively maintained that “Bengal could support as its 
present standard of living a population nearly twice as large as 
that recorded in 1931 ” We wish facts could justify such a cheer¬ 
ful anticipation as Mr Porter would have us accept for the future 
of Bengal The preponderance of rice diet is indicative of a hand- 
to-mouth existence as in South India There are districts in 
Eastern Bengal where four or five crops are raised in the year 

^Ibid 


^ On the basis of the census figures for 1941 Prof C N Vakil supplies the follow¬ 
ing table showing the distribution of population and density per square mile under 
Partition — 


Indian Union— 


Population pc of total Area In ac 
(millionsi copulation OOO's of square 
miles 


of total Density 

area per square 

mile 


Provinces 230 57 8 6 27 40 1 388 


States 

Total 

Pakistan— 


17 6 


75 4 


4 IS 
10 45 


167 

535 


Provinces 66 16 9 2 36 14 9 

States 5 2 6 1 29 8 1 

States 71 19 5 3 65 23 0 


280 


37 


317 


Hyderabad 16 4 1 82 

Kashmir 4 1 0 82 


All-India Total 


100 


15 74 


100 


247 
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An analysis of the food values of diets in Western Bengal shows 
serious underfeeding Malaria levies a toll of between 300 and 
350 thousand per annum The span of life in Bengal is shorter 
than in other parts of India, and the number of persons aged 50 
and over is abnormally low All these circumstances would lead 
us to conclude that Bengal has overstepped an equilibrium 
density, a conclusion to some extent confirmed by the stream of 
emigrants from Bengal to the less thickly populated provinces 
Birth Rate and Death Rate 

The increase of population in any country is a function of two 
variables, the birth rate and the death rate The survival rate 
gives us the net increase of population, that is, the difference 
between births and deaths During many centuries of man’s 
existence on the surface of the earth his numbers had increased 
to a total of 800,000,000 in 1820 In the next hundred years his 
numbers increased to more than double that amount The 
numbers are 2,170,000,000 today 

Carr Saunders give us a table that indicates the relative 
growth in world population during the last four centuries — 
Population in Millions 



1650 

1750 

1800 

1850 

1900 

1933 

1938 

Europe 

100 

140 

187 

266 

401 

519 

400" 

North Amenca 

1 

13 

57 

26 

18 

137 

142 

Central and South 
America 

12 

11 1 

18 9 

33 

63 

125 

102 

Oceania 

2 

2 

2 

2 

6 

10 

10 6 

Africa 

100 

95 

90 

95 

120 

145 

155 

Asia 

330 

479 

602 

7^9 

937 

1,121 

1,134" 

Europe 

Percentage 

18 3 

Distribution 

19 2 20 7 22 7 

24 9 

25 2 

24 7 

North America 

2 

1 

7 

23 

5 1 

67 

65 

Central and South 
America 

22 

15 

2 1 

28 

39 

61 

61 

Oceania 

4 

3 

2 

2 

4 

5 

2 

Africa 

18 3 

13 1 

99 

8 1 

74 

70 

72 

Asia 

60 6 

65 8 

66 4 

63 9 

58 3 

54 5 

55 3 


It will be seen from this table that the population of Europe 
and North America very rapidly increased during the last 150 
years whilst the population of Asia shows a declining tendency, 
measured in terms of the total population The same tendency 
may be indicated by the fact that m 1770 the white population of 
the world was 155 million, the coloured population 730 million; m 
1938 the whites increased to 600 million whilst the coloured were 
1,400 million The proportion of the white people has thus in- 

1 “World Population”. 1936, p 42 Figures for 1938 are added from Statistical 
Annual of the League of Nations, 1940-41 

1 Exclusive of USSR which has a table population In Europe and Asia of 170 
million 
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creased from about one-fifth m 1770 to about one-third of the total 
population m 1938. At the same time it is significant that m spite 
of this great increase m the numbers of the Whites their standard 
of life has appreciably improved, whilst that of the coloured people 
has remained stationary, if it has not deteriorated 

The birth rate of a country taken m connection with the death 
rate determmes the natural mcrease m the population For the 
purposes of comparison the number of births is commonly ex¬ 
pressed by a birth rate, that is, the number of births per annum 
1,000 of the poppulation A population may increase by having 
a large birth rate and a large death rate, or it may increase by a 
comparatively small birth rate accompanied by a correspondingly 
small death rate The table on page 65 shows the declining birth 
and death rates of a few countries —^ 

It will thus be seen that there has been a definite downward 
tendency in Eastern countries in the birth rate and the death 
rate whilst, on the other hand, there has been not only a per¬ 
sistently high birth rate in India but a correspondingly high 
death rate Moreover, even these birth and death rates are 
probably underestimates ^ 


Declining Birth and Death Rates 
(per 1,000 o/ population annually) 


Birth Rate Death Rate 

Country 1881-91 1921-25 1926-30 1931-35 1881-91 1921-25 1926-30 1931-35 


U K 

32 5 

20 4 

17 2 

15 5 

19 2 

12 4 

12 3 

12 2 

Sweden 

391 

19 1 

15 9 

14 1 

16 9 

121 

12 1 

11.6 

Germany 

36 8 

22 1 

18 4 

15 9 

25 1 

13 3 

118 

11.0 

France 

23 9 

19 3 

18 2 

16 5 

221 

17 2 

16 8 

15.7 

USA 

— 

22 5 

19 7 

17 3 

— 

118 

11.8 

10 9 

Japan 

27 2 

34 6 

33 5 

316 

19 9 

218 

19 3 

181 

India 

35 9 

32 7 

33 3 

34 3 

27 4 

26 0 

24 3 

23 8 


The causes that determine the birth rate may be briefly 
considered under three heads, namely, (1) environmental causes, 
determined by climate and physical surroundings, (2) economic 
conditions or causes and (3) the socio-religious outlook of a 
people. 

(1) It has been pointed out that the birth in any year fluc¬ 
tuate according to months In tropical countries with early 


>We have abbreviated the table from Cyan Chand “India’s Teeming Millions,*^ 
1939, p 100 

* According to Dr Cyan Chand, the normal birth and death rates in India are 
48 and 33 per miUe respectively, as an addition of 33 per cent for the birth rate 
and 30 per cent for the death rate in order to get a reasonable approximation to 
the tacts is necessary The accuracy of olHcial statistics has been often challenged 
of late Thus D Ghosh In a recently published work “Pressure of PopulaUon'* 
point out that a good proportion of the births and deaths that happen in the 
country escape the offlclal records and maintains on the basis of indirect calculations 
based on life table populations that the birth rate may be nearer 40 per thousand 
than the official rate of 34 per thousand pp 3-4 
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child marriages the birth rate may be higher than in colder 
countries where puberty is late in arrival and marriages take 
place at a maturer age 

(2) More important is the economic factor. It has been 
repeatedly pointed out that people of little means tend to have 
larger families than the well-to-do The poorer an individual 
or a class, the larger the size of the family. Where there is no 
stake in life, the arrival of an additional child is a source of 
additional income, as the child may be put to work at an early 
age to suplement the meagre resources of the family Poverty 
has been usually associated with lack of education, the absence 
of prudential considerations and a consequent attitude of irres¬ 
ponsibility in relation to marriage and procreation On the other 
hand, the history of Western countries shows that an improve¬ 
ment in the standard of living, after a particular level is reached, 
IS always followed by a fall in the birth rate. Prudential 
motives play a larger part, reinforced by education. Thus in the 
USA Negro families are found to have larger families than the 
Whites 

(3) Equally vital as a factor influencing the birth rate is 
the socio-religious outlook of a class or of a country Thus in 
India, as in some of the South European countries, the birth rate 
IS very largely influenced by social conditions and customs asso¬ 
ciated with marriage In India marriage is universal In 1931, 
467 males and 493 females out of every 1,000 were married, that 
is, if we take into account widowers and widows as well as asce¬ 
tics and mendicants, almost every person of marriageable age 
was actually married Phenomenal as the poverty of the Indian 
people is, economic considerations appear to be of secondary 
mfluence with regard to marriage Even today marriages are 
arranged without the parties havmg any say in the selection of 
their mate, and m most cases without regard to resources and 
prospects In India poverty does not act as a deterrent in the 
matter of marriage Marriage m India is sacramental To have 
a large family is an indication of the blessing of the Gods A 
father would regard it as a disgrace if he did not settle his 
daughter in marriage, before the age of 15 Moreover, early 
marriage has also been regarded as a cause that influences the 
birth rate. Most of the women who marry in India are married 
before they are 20, and most women in India bear most of their 
children before they are 30 

The custom and institution of child marriage have been the 
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product of later times in India The Age of Consent Committee 
calculated that about 50 per cent of the girls get married before 
they complete their 15th year. Early marriage has undoubtedly 
had not only serious consequences on the health of the married 
girls, but has been responsible for the enormous number of 
widows in the country It is also to be remembered that mar¬ 
riage below the minimum age laid down by the law still persists. 
The number of infant widows in 1931 doubled, which 
was due to the number of baby girls under the age of one year 
who were married off in 1929-30 and lost their husbands. The 
Child Marriage Restraint Act was passed in September, 1929, 
and was to take effect from the 1st April, 1930 The interval 
was utilised for forestalling the Act and this led to the increase 
in the number of married girls from 8 5 million in 1921 to 12 7 
million in 1931 Curiously enough, it may be noticed that it is 
comparatively recently that the age of consent has been raised 
in England from 14 to 16—^Actually it was still legal in England 
m 1928 to marry a girl of 12 It has also to be remembered— 
not that we desire to advocate child marriage—that the elimina¬ 
tion of early marriages would increase the potential fertility of 
the young men and women when mature 

If the institution of child marriage in the past was the 
outcome of changes in the social and political conditions of our 
society, there is no reason why a fresh reconstruction of ideas 
with regard to the age of marriage may not be possible for us 
If we are to avoid the dangers that threaten society in the shape 
of a gradual degeneration of the population, due to the enfeeble- 
ment of the mother and a heavy death rate of females in the 
child bearing period, we can do so only by raising by a couple 
of years more the age at which girls can enter married life and 
by the rapid spread of education. 

Thus the factors which are responsible for a high birth rate 
in India are the institution of early marriages and the univer¬ 
sality of marriage The poverty of the population may be a 
contributory factor as in the case of Ireland, but, as in Ireland 
Catholicism with its conception of marriage, so in India the 
religious ideas associated with marriage constitute the governing 
factor in the determination of the high birth rate The sterili¬ 
sation of widows of child bearing age, by the custom that regards 
widow remarriage as a sin, influences the birth rate by preventing 
it from becoming higher. “The high birth rate in India is a part 
of our culture, and it is only when the moral sentiments of the 



68 


OUR ECONOMIC PROBLEM 


community change either by choice or the force of circumstances 
that a fall in the birth rate comparable with the fall which has 
taken place elsewhre can be expected”^ The birth rate in 
India IS intimately linked up with its social institutions which 
ultimately involve the degradation of the social status of women. 
Not until women in India enter mto their own and reach a status 
of equality with men in all the relations of life can we expect 
a radical change in birth rate trends 

The number of births in a country has an important bearing 
on its social conditions, ]ust as the social conditions influence 
in turn the number of births In France the low birth rate 
results in a population of high productive power, but with no 
good prospects for the future A low birth rate is an evil, if it 
leads to future low productive power or to social immorality 
A high birth rate is an evil, if it overburdens the productive 
power and leads to a condition of persistent poverty The way 
m which a community grows, whether by a high birth rate and 
a high death rate, or by a moderate number of births and few 
deaths, is to some extent an indication of the stage of civilisation 
m which that community finds itself. A high birth rate and a 
high death rate m themselves are evidence of an enormous 
wastage of life In India for example what this means is that 
24 to 25 people have to die in order that 7 or 8 should survive 
for every 1,000 of the population 

The fertility rate is determined by the number of children 
born every year to 1,000 women of child bearing age (15-45). 
Whilst the fertility rate remains the same, the birth rate may fall. 
If instead of 240 women of child-bearing age there were only 
120 out of every 1,000 population, the fertility rate may remain 
unchanged, but the birth rate would be halved A special 
enquiry was carried out in 1931 m India to ascertain the fertility 
rate The enquiry showed that taking the average in the thirty 
years of child-bearing period a woman who completes the period 
has 6 to 7 children The following table may be sufficient to 
illustrate the conclusion — 

Nomber of Children Bom per Women in Case of Completed Fertility 

Province Assam Bengal Bombay Punjab C P Baroda Mysore Travan- 

ot State core 

No of Children 67 60 61 64 67 60 70 64 

In the West attention is sometimes called to the differential 
birth rate The birth rate, it is pointed out, is higher among the 
lower and poorer classes than among the upper classes who are 

^Cyan Chand, op cit p 145 
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assumed to be biologically superior There have been gloomy 
forebodings about civilisation committmg suicide, by the refusal 
of the better endowed classes to multiply. Birth control methods 
have facilitated the low birth rate amongst the upper classes. 
In India the birth rate of the different castes and classes cannot 
be accurately determined But from the tables compiled by 
the special enquiry of 1931 it would appear that there is no 
evidence that the upper classes have a lower birth rate, as the 
following table show ^ 


Averare number of 
children bom per family 

Agriculturists 

44 

Industry 

42 

Profession 

43 

Law, Medicine and teaching 

37 

Public Administration 

39 

Average for all occupaitions 

4.3 

Brahmins 

52 

Kayasths 

63 

Depressed castes 

41 

Average number of children bora in cases of 

Average of all occupations 

completed fertility 
Bengal C.P. 

60 67 

Agriculture 

61 68 

Wood workers 

62 58 

Lawyers 

7 1 70 

Doctors 

67 7 1 

Teachers 

52 45 


These tables bear witness to the tendency of the people of 
India to multiply to the limit of their capacity. All classes and 
castes exercise their procreative impulses to the full Looking 
at the future of the birth rate in India the condtions which make 
the birth rate high, nay, about the highest m the world, are not 
likely to be modified in the immediate future Radical social 
changes are not in themselves impossible, a force like the per¬ 
sonality of Gandhiji may set m motion very rapid changes 
Social reforms are growing in strength and in volume. The 
status of woman has been raised. The general attitude of people 
towards life is becoming more rational and critical The use of 
contraceptives is increasmg and is likely to increase further 
among the educated classes. But it is difficult to predict with 
certamty the future course of population trends 

When we turn to the death rate in relation to the birth rate, 
as we have already stated, the same net increase of population 
may be attained by a large birth and death rate as by a small 
birth and death rate. We thmk of the former as characteristic 
of half civilised conditions, and of the latter as more or less 

* These tables have been abstracted from Cyan Chand, op cit pp 157-59 
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the ideal aimed at by civilised life. The death rate is an index 
of the condition of the commimity from year to year. Wars, 
epidemics and economic depression are reflected in an mcreased 
death rate, while a low death rate is an index to economic 
prosperity and the application of scientific knowledge to the 
problems of health. The death rate varies accordmg to sex and 
age, in different climates, among different races, in different 
occupations It is an index of the resisting power of the com¬ 
munity in times of economic distress When the death rate 
fluctuates, from year to year, and with changing conditions, it 
shows that the community has no resisting power against the 
forces of nature 

In India the death rate hke the birth rate has remained 
practically steady from 1885 The recorded death rate of 25 
per 1,000 IS said to be lower than the actual death rate which 
is nearer 33 per 1,000 In 1918 the recorded death rate rose to 
62 per 1,000 owing to the influenza epidemic The record in 
that year was defective owing to the breakdown of the reporting 
machinery A more reliable index to the actual death rate is 
afforded by life tables as below — 

1881 1891 1901 1911 1931 

Male 42 41 42 44 37 

Female 39 39 42 43 38 

The survival rate in India has been higher than that of 
some other countries of the world since 1921. The following 
table gives us comparative figures.— 

Survival Rates 



1881-91 

1891-01 

1901-11 

1921-25 

1926-30 1931-35 

Germany 

117 

13 9 

15 9 

88 

66 

49 

Italy 

10 4 

10 8 

11 1 

12 4 

108 

98 

United Kingdom 

113 

117 

11 8 

80 

49 

33 

Sweden 

12 2 

10 7 

10 7 

70 

38 

25 

France 

28 

06 

12 

2 1 

1 4 

08 

USA 




10 7 

79 

64 

Japan 

71 

89 

114 

12 8 

14 2 

13 5 

India (1885-90) 

84 

41 

43 

67 

90 

10 2 


The survival rate for 1911-20 has been omitted from the 
table owing to the abnormal conditions which prevailed during 
the war period The survival rate of India from 1931 is, next 
to Japan, the highest in the world If in the earlier decades it 
was abnormally low, this was due to the outbreak of epidemics 
like bubonic plague and influenza, and to the mortality which 
resulted from frequently recurrmg famines. The reduction of 
the death rate is according to some writers, like Mr. Wattal, 
dependent upon a reduction in the birth rate. It is frequently 
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argued that a high birth rate is necessarily followed by a high 
death rate. This is not quite accurate. In England from 1871 
to 1892 there were five years in which the birth rate rose. In 
three of these there was a rise m the death rate, but in the 
other two a fall. So also in India, in 1910-17 and 1922-30 the 
birth rate was higher and the death rate lower than usual. If 
deaths due to famine are less numerous than in earlier years, 
this IS due not so much to improvement in food supply as to 
improvement in transport and organisation In a country like 
India where the resisting power of the people against diseases 
IS so low, due to under-nourishment, the death rate in the future 
may even go beyond the recorded death rate in 1901-11 or 
1918-19 As the Director of the Nutrition Research Labo¬ 
ratories, Coonoor, observes, “Half the mortality recorded in 
India occurs in children under ten years Malnutrition is one of 
the chief causes of the rapid exit of young human beings from 
the world so soon after their arrival in it 

Apart from climatic conditions the factors that are respon¬ 
sible for a high death rate in India include ignorance with regard 
to health conditions, superstition, the inadequacy of medical 
institutions and relief, and the poverty of the people 

(1) The high rate of infant mort^ity can be attributed to 
Ignorance and the inability and unwillmgness of the people to 
avail themselves of maternity services There is normally 
speaking utter ignorance of the simple laws of health and of 
the importance of cleanliness But it would not be true to 
assert that a low birth rate is necessarily linked with a low death 
rate in the case of infants •* 

(2) It is also true that in India there is a lack of dispensaries 
and hospitals, of medical assistance and of preventive health 
measures, on a scale commensurate with the needs of the 
population.3 

(3) It is a truism that a man of limited resources can do 
more for his children when they are few than when they are 

^Quoted In "The Health of India," Oxford Pamphlet, p 8 

®The comparative figures of Infant mortality for a few cities reveal the vast 
scope for improvement in India 

Infant mortaUty rates per thousand live births 

Calcutta Madras Bombay New York London 

2129 (1931) 205 8 (1931) 2014 (1931) 30 8 (1941) 48 0 (1940) 

■We have one doctor to 6,300 of our population, one nurse to every 43,000, one 
health visitor to 400,000, and one midwife to 60,000, as compared to U K.. where the 
ratios are one doctor to 1,000, one nurse to 300, one health visitor to 4,770 and one 
midwife to 618 The total number of doctors available now are 47,400, out of whom 
34,400 are in private practice, the majority being concentrated in urban areas ITw 
total number of beds available in British India is about 73,000, that is one bed to 
every 4,000 of the population, whereas in England and Wales there are 7 for every 
(Report of the Health Survey and Development Ckimmlttee, 1946, Vol I, 

PP 13-16 
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many. For a people so deeply sunk m poverty as our own, it 
IS impossible to take adequate care of the children, in the shape 
of fe^ng, nursing and medical assistance, even if they were 
educated and familiar with the laws of hygiene and sanitation. 

(4) More vital as a factor m reducmg the death rate is 
collective or state action in the shape of the provision of better 
housing conditions, of sanitation m towns and villages, of an 
efficient medical service equipped with liberal supplies of drugs, 
and of hospitals and sanatoria A government that spends 
crores on defence can spend on education and sanitation A 
government that can raise loans for irrigation and railway 
development can equally raise loans for the provision of better 
houses and drainage and free dispensaries. 

The resources that a government can command will be de¬ 
termined by the resources of the people, and the latter cannot 
be increased substantially if increase in productive resources is 
accompanied by a corresponding, if not a faster, increase in 
numbers With our limited resources even a progressive national 
government will find itself crippled in the task of reducing the 
misery involved in a high birth rate, if the population increases 
at the rate of one per cent a year “The task of dealing with 
the accumulated arrears of the past is itself colossal, and a 
vivid appreciation of the fact cannot but intensify the widespread 
desire for a radical change m our whole economic and social 
system But if the magnitude of the task is increased every 
year by the birth of nearly 10-million babies, one-fourth of whom 
do not survive the first year of their life, and nearly one-half 
of whom do not live even up to the age of ten—^leaving nothing 
behind except a sense of frustration, an incalculable loss of 
vitality and human happiness, accompanied, of course, by 
absolute waste of all the resources involved in giving them all 
too brief a lease of life—even radical changes, whatever their 
nature or range, will fail to provide the irreducible minimum 
for a healthy and civilised existence ” It is obvious that so long 
as we have a high birth rate, it is difficult to think of any imme¬ 
diate change for the better in our material condition. 

The Net Reproduction Rate 

During the last fifty years there has been a definite decline 
in fertility in almost all countries inhabited by the whites. Whilst 
the average number of children bom to a married woman pas¬ 
sing through child bearing age is now 5 to 6 m Russia, and 

^Gyand Chand, op clt pp 173-4 
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about 3 to 4 m South Eastern Europe, it is about 2 in most 
countries of Western and Northern Europe, m the U.S A. and in 
Australia. Two governments which were particularly worried 
about the declining fertility—Italy and Germany—tried to 
encourage the raising of large families by taxing bachelors and 
married couples with no or few children, by grantmg exemptions 
from taxes to employees with large sized families, by granting 
birth premia, by giving preference in government service to 
men with large families. But the adoption of these measures 
has not been attended with the success that was anitcipated; 
and economists have called attention to the need for considermg 
not the fertility rate but the net reproduction rate to establish 
a true balance of births and deaths ^ This rate shows the average 
number of future mothers born to a mother of today If this 
rate is one, it means that the present generation of females will, 
on death, have been fully replaced by the new born girls, and 
the population will remain constant If the rate is above one, 
the population will increase. If it is below one the population 
will decrease - Judged by this standard we obtain the following 
results.— 



Year Net 

reproduction rate 


1920 

111 

England and Wales 

1930-32 

81 


1933 

71 


1934-36 

76 


1930 

107 


1931 

1 03 


1932 

99 

USA. 

1933 

94 


1934 

96 


1935 

96 


1920-22 

130 

Australia 

1932-34 

95 


1935-36 

95 


1920-23 

97 


1925-27 

92 

France 

1928-33 

90 


1935 

86 


I As Kuczynski observes, “The pertinent question Is not Is there an excess 
ot births over deaths? but rather Are natality and mortaUty such that a generation 
which wouM be permanently subject to them, would durinfC its life time, that is, 
until it has died out. produce sufficient children to replace that generation? The 
pertinent question is Are natality and mortality such that 1.000 newly tom girls 
Will in the course of their lives give birth to 1000 girls?" "Balance of Births and 
Deaths," Vol I, p 41 

‘Kuczynski, 'World Population' in “The Population Problem.” 1938. p 113 The 
fertility rate is the number of births per 1,000 women totween the ages of IS and « 
If on an average every woman who reached the ago of 45 or over was survived by 
one girl child, the population would be exactly reproducing itself and the ^ repro¬ 
duction rate would be 1 A rate of 1 means that on an average every 100 women 
between 15 and 45 wiU be replaced by 100 women of the same age A net reproduc¬ 
tion rate of 75 means that every 100 women of child bearing age (15-45) are sur¬ 
vived by only 75 girls 
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Working on the assumption that the net reproduction rate 
continues to fall at the same rate, it has been estimated that 
the population of England and Wales which m 1938 was 45 
million will decline to 38 million in 1975 and 20 millions in 
2035, that of France which is nearly 42 million will decline to 
30 million in 1975 

It IS difficult, if not impossible, to ascertam the net reproduc¬ 
tion rate for India Statistical information bearing on the 
number of girl babies born to women in different age groups is 
not available In the absence of such data we can fall back 
upon the fertility rate growth of population, unless nature re¬ 
lieves us of a growing population by epidemics, or a rapid and 
marked improvement in economic conditions leads to a fall in 
the birth rate The probability is that greater accentuation of 
poverty during the war period, in spite of its toll of life due to 
famines and epidemics, will increase our numbers, as the birth 
rate is not likely to be affected in the near future However 
rapid the tempo of economic development—and this by itself 
is a pious wish—It IS not likely to raise the standard of living to 
that level at which it might affect the size of the family, so 
far as the masses are concerned. It is obvious, therefore, that 
the demographic problem m the coming two or three decades 
will be that of the impact of a progressively increasing population 
on our ill-balanced and deteriorating economic and social 
structure ^ 

The following table from 1941 Census showing the estimated 
probable addition to the population as a result of a decrease in 
infantile mortality in the next two decades is of great interest 
in this connection — 


Probable additions at the middle of each census year' 


Source of addition 
to population 
Additional saving 
of infants 
each year 
Births occurring 
among additional 
mfants saved — 

(i) First 
generation 

(ii) Second 
generation 

Total 


1931 1941 1951 

(a) (b) (a) (b) 

807,470 3,052,985 3,052,619 5,919,061 6,512,904 


— 21,595 21,595 531,276 531,276 

807,470 3,074,580 3,074,214 6,45M53 7,044!l96 


.^4 ®b^calculates the net reproduction rate at 11 by applying the epecifle 
*** Cochin to the AU-lndla life table of female population in 1931, op. 

* Census Report for 1941. p 34 
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AddHlonal savinc 

of infants each 
year 

Births occurring 
among additional 
infants saved — 

(i) First generation 
(ji) Second generation 
Total 


1961 

(a) (b) 

8,737,929 10,993,458 


2,382,618 2,394,202 
11,486 11,486 

11,127,033 13,399,146 


The Census Commissioner observes, “Thus even if the infant 


mortality rate continues to be 160 per mille (the figures for 1940) 
for the next two decades, substantial additions of 65 and 111 


millions are likely to result by 1951 and 1961. If, on the other 
hand, infant mortality should continue to decrease at the same 
rate as during 1920 to 1940, the corresponding figures will be 
7 0 and 13 4 millions respectively ^ 


CHAPTER V 

THE HUMAN FACTOR—(Continued) 

Distribution of Population between City and Country 

In a country with a balanced economy the population is 
fairly evenly distributed between the towns and rural areas. 
The concentration of population whether in the rural or m the 
urban areas gives rise to serious problems of an economic, social 
and political character India had a fairly evenly distributed 
population even as late as the first half of the 19th century. The 
villages were self-supporting autonomous units, regulating their 
communal affairs through panchayats The cities were the 
centres of industries fostered by the rulers, small and large, who 
supported a large number of officials and favourites in compara¬ 
tive splendour These princely courts created demand for artistic 
products and, along with the wealthier merchants and land- 
owners who surrounded them, employed a fairly large number of 
merchants and middlemen and craftsmen. These urban centres 
obtained their foodstuffs from the rural districts around them 
m exchange for their manufactured products 

The Industrial Revolution in Europe brought with it far 
reaching changes m the distribution of population. The artisans 
and craftsmen who were deprived of their means of livelihood* 
due to the introduction of machinery were absorbed in 
increasing numbers into the rapidly multiplying factories. Large 
numbers from the rural areas were attracted to the already 
congested cities. The improvement of farm implements and the 

iNote by Satya Swaroop, Statistician, Office of the Director-General, IMS on 
P^robable effect of a decrease in infantile mortality on the future population of Didia 
Census Report, IMl, p 42 
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introduction of machinery mto farming contributed to the 
nugration from the village to the city, a migration which was 
facilitated by improvements m communication. Thus in the 
West the era of machinery and large-scale production resulted m 
the urbanisation of the population In India, on the other hand, 
the introduction of cheap machme-made goods and the imports 
of manufactured commodities from abroad led to the destruction 
of handicrafts m the towns and cities The urban population 
that made a living out of these crafts were compelled to 
fall back on the land as the only means of livelihood Our 
country was transformed from a manufacturmg and industrial 
into a predominantly agricultural country 

It IS also to be noticed that most of the urbanisation that 
exists m India today is commercial rather than industrial 
urbanisation Urbanisation in India to the extent to which it 
exists IS not the result of mdustrialisation It is the artificial 
result of an artificial economic evolution A number of cities 
have grown into their present size because they were important 
railway junctions and distribution centres like Nagpur and 
Cawnpore, or the centres of British administration and the head¬ 
quarters of Government departments. The growth of many of 
the modern cities is only incidental to the evolution of transport 
Until the middle of the 19th Century Bombay was little more 
than “a mere collecting centre for the trade of the smaller parts 
of the West Coast The growth of Karachi was largely due 
to its importance in the economic life of Western India as a 
distributing centre connected with the Punjab by railway 
Cawnpore owes its importance to the fact that it is an important 
railway junction and “a convenient distributing centre for the 
imports of Manchester piece-goods, hardware and machinery 
from Bombay and Calcutta 

The following table shows the growth of population m some 
of the prmcipal cities of India — 


Population Percentage variation 

Cities 1931 1941 18S1-91 1891-1901 1901-111911-21 1921-31 

Calcutta With— 

Howrah 1,389,000 2,488,000 +12 5 +22 9 +110 + 43 +119 

Bombay 1,161,000 1,480,000 + 63 — 5 6 +26 2 +20 0 — 12 

Madras 647,000 777,000 +115 +12 6 + 18 + 16 +22 8 

Hyderabad 

(Deccan) 467,000 739,000 +130 + 80 +12 0 -19 0 +16 0 

Delhi 447000 522,000 +11 1 + 83 +116 +30 7 +47 0 

Lahore 430,000 672,000 +12 4 +14 8 +12 7 +22 2 +52 3 

Ahmedabad 310,000 591,000 +103 +29 3 +16 6 +20 4 +14 9 

Lucknow 275,000 387,000 -f-44 —33 —16 —46 +14 

Amritsar 265,000 391000 -100 +188 - 60 + 49 4A03 

Karachi 248,000 390,000 -f430 +109 -f302 +42 8 43l9 

Cawnpore 244,000 487,000 +3t0 +45 -120 -^12 4426 

Nagpur 219,000 302,000 +100 + 90 -21 0 %0 ^0 

^Hwdbook of Commercial Information for India, p 70 
* ibid, p 110 


1931-41 


+79 

+28 

+20 


+58 

+23 

+96 


+46 
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According to the Census of 1941, 23 cities have a population 
above 200,000 as compared with 17 cities in 1931. Calcutta, with 
its suburbs is the only city, with a population of about 2,500,000. 
Whereas the percentage of the urban population in 1931 was 11 
per cent, of the total population it had increased to 13 per cent, 
of the total in 1941 There has been a distinct trend during the 
last ten years towards the migration of the population to towns 
and cities. The growth of urbanisation and the imposition of a 
competitive system on a self-subsistent type of production have 
disturbed the economic isolation of the villages, and created a 
capitalist system involving a seasonal labour market and the 
exploitation of the masses Whilst we have not enjoyed so far 
the benefits of industrialism to a great extent, we have reproduc¬ 
ed m our cities all the evils associated with over-crowding, slums 
and unemployment 

The extent to which slums have been created in India by 
the process of urbanisation may be illustrated by the 1931 figures 
of congestion in Bombay City 

Jo of Rooms Number of Percent Number of Percent of Average pei 


per tenement 

tenements 


occupants 

population 

room 

1 room 

197,516 

81 

791,762 

74 

4 01 

2 rooms 

26,231 

11 

131,872 

44,821 

12 

2 51 

3 rooms 

7,416 

3 

4 

2 00 

4 rooms 

6,169 

2 

42,013 

4 

170 

5 rooms 

2,953 

1 

22,302 

2 

1 50 

6 rooms & 

over 3,836 

2 

39,199 

4 

— 


The census of India for 1941 gives us the following figures of 
housing conditions. 

Persons per 1000 houses 
1931 1941 

India 4,965 5,116 

Provinces 4,998 5,131 

The Census Superintendent of Madras wrote in the report 
of the 1931 census, “A marked feature of Madras is the street- 
dweller and squatter A midnight tour of the central and 
northern parts of the town any fine night would disclose sleeping 
persons on every sdie walk These persons are not all tramps 
by any means; the majority, indeed, are ordinary citizens in every 
thing but the possession of a roof. Such a possession has no 
great inducement for a population of floating labour in a mild 
and pleasant climate in a city where houses are rare and rents 
often exorbitant”^ The combined effects of semi-starvation, 
over-crowding and lack of sanitation on the health of the people 
might well be left to imagination. 

B of India, 1831, Vol I, p S7 
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A one-room tenement m Bombay normally vanes from about 
10 X 10 feet to about 12 x 15 feet, and the average per room is 
more than four persons Each of them has an average of 5 to 7 
square feet of floor space Sometimes 3 or 4 families are huddled 
together in a single room^ By way of contrast, however, we 
may mention a purely industrial city like Jamshedpur where 
quarters are built by the Tatas for their employees with proper 
provision for filtered water and drainage 

It has been said that m a coimtry that is predominantly 
agricultural, there is a tendency to stagnation and lack of enter¬ 
prise and that a certain measure of industrial life is essential 
for building up a vigorous national character At present only 
13 per cent of the population in India are town dwellers as com¬ 
pared with the USA which had 56 per cent of the total popula¬ 
tion dwelling in towns in 1930. 


Distribution on the Basis of Sex 

The distribution of population according to sex has vital 
economic bearings in so far as it affects the labour supply through 
marriages and fecundity With the exception of the depressed 
classes and the women m the lower strata of society, women in 
India can scarcely be said to be producers of material wealth 
In making such a statement we do not, as it is obvious, take 
into account the more vital services which women perform as 
housewives and as mothers 

In many parts of Europe there has been an excess of females 
In 1940 the number of females per 1000 males was 1088 in Portu¬ 
gal; and 1091 m England and Wales in 1931 In the USA. there 
were on the other hand in 1940, 985 females per 1000 males In 
India as in the USA there is an excess of males over females 


Proportion of Sexes m India 

Year Males Females 

1901 1000 963 

1911 1000 954 

1921 1000 945 

1931 1000 941 

1941 1000 935 


Proportion of Sexes in Provinces—^Females per 1000 Males 



1901 

1911 

1921 

1931 1941 

Punjab 

854 

817 

828 

831 847 

Madras 

1,028 

1,030 

1,024 

1,021 1,009 

Bengal 

1,016 

— 

933 

924 890 ' 

Bombay 

964 

— 

926 

929 927 

Takmg 

the country 

as a whole, there has been a steady 


decbne in the number of females per 1000 males. The shortage 

*For further details of slum conditions, see the section on Labour 
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of females which is so characteristic of the population of India 
has given rise to considerable speculation with regard to the 
causes that can account for it. 

(1) There is no doubt that one factor that has to be consider¬ 
ed is that of early marriages Girls of tender age and of a feeble 
constitution become mothers before they have built up a mature 
physique Their constitution is undermined and their vitality 
impaired by frequent births, and the result is a high rate of 
female mortality This will be clearly evident from the follow¬ 
ing table which compares the mortality rates per mille of males 
and females between 15 and 40*— 


Age 

15-20 

20-30 

30-40 


1933 

Males Females 
8 0 10 0 

90 110 

12 0 12 0 


1939 

Males Females 

80 98 

9 4 118 

119 12 6 


(2) Not only are children bom in a series of successive years 
by child-mothers apt to be physically weaklings but they are apt 
to be neglected if they are girls, not through any lack of human 
sympathy, but on account of social customs which make 
parents look upon girls as a burden, whilst sons are looked 
upon not merely as means of support, but as instrumental to the 
very preservation of the life and prosperity of the family. A son 
alone can offer sacrifices to the ancestral gods on whose favours 
and blessings depend the existence and perpetuation of the 
family. “Sons are everywhere desired, not only among Hindus 
where a son is necessary to his father’s salvation, but almost 
equally so among other communities as well, daughters in many 
parts of India mean great pecuniary expense in providing for 
their marriage, which, moreover, among majority perhaps of 
Hindus must be arranged by the time they reach puberty. So 
strong indeed is the prejudice against the birth of daughters 
that abortion is reported sometimes to be practised if the child 
in the womb is foretold to be a girl 

It would also appear that in every province the number of 
female births is smaller than the number of male births Whilst 
there has been an increasing pressure of population under present 
-conditions the decline in the number of female births may in the 
long run mvolve a declining population The declining propor¬ 
tion of females to males which has been a feature characterizing 
-the few decades for which census figures are available nught also 
suggest a trend towards lower national vitality, which can only 
be explained in terms of malnutrition eind general poverty. 

1 Census Repoit, 1931, Vol I, Part I. p 193 
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(3) It has also been alleged that in some cases women die 
of overwork. It is not imusual to see in our country a woman 
big with child working till the last day, sometimes till the last 
hour before delivery; after dehvery the woman becomes a 
physical wreck, if she survives. In many cases for lack of proper 
medical advice and treatment before and after delivery she may 
not survive at all. 

(4) There is no evidence to justify the assumption of wide 
spread female infanticide. In a few cases the practice still 
prevails. The Jammu and Kashmir State as late as 1930 had to 
take measures to suppress infanticide in certam Rajput villages. 
There are tribes and clans of Rajputs in Jaipur and Gwalior 
States amongst whom the ratio of females to males is between 
500 and 600 females per 1000 males The Census Superintendent 
of Rajputana observed in the 1931 report “Deliberate infanti¬ 
cide seldom comes to light, but there is no doubt that unwanted 
female infants are often so neglected that death is the result 


Sex Ratio and Community 

The shortage of females is not confined to Hindus It is, in 
the first place, to be noticed that early marriages are common to 
Moslems and Hindus and to a smaller extent are found even 
amongst Sikhs and Christians as evidenced by the following 
table*— 


Marriaae under 15 per 1000 of total married persons 


India 

Hindus 

Moslems 

Sikhs 

Christians 


Females 
157 3 
164 1 
174 3 
74 6 
43 3 


Males 
65 7 
73 1 
59 4 
26 9 


The following table illustrates the same tendency — 
Number of unmarried girls In percentage of different age groups. 

Hindus Moslems 


Age 

Percentage 

Age 

Percentage 

0- 5 

98 5 

0- 5 

99 3 

5-10 

88 3 

5-10 

94 7 

10-15 

54 3 

10-15 

64 4 

15-20 

13 8 

— 

— 


It has been suggested that some proportion of the excess 
number of males both among Moslems and Brahmins or other 
class Hindus may be due to the purdah system, which prevents 
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the enumerator from having access to the house, and induces 
him to put down as females those who are not personally known 
to him. The all-India ratio of females per 1000 males is 782 
amongst Sikhs, 901 amongst Moslems and 951 amongst Hindus. 
Within the Hindu community, the ratio increases in inverse pro¬ 
portion to social position and education Thus in Bombay Pre¬ 
sidency m 1931 the Hindu population was divided up accordmg 
to education and status into advanced, intermediate, backward 
and depressed classes For the advanced castes the ratio 
of females to males was 878 per 1000, for the intermediate castes 
it was 935, for the aboriginal tribes 956, while for the depressed 
classes it was 982 per 1000 males 

In the whole of Europe more males are born from year to year 
than females This would lead to an excess of males, but in most 
countries there is a greater mortality among men than women, 
and this is sufficiently great to wipe out the excess of male births 
The greater mortality among males may be due to the dangers 
of their occupations m the defence services as well as in mines 
and factories It may also be due to vice and crime In Europe, 
we have another cause, powerfully affecting the relative propor¬ 
tion of the sexes m the shape of migration It is pointed out that 
60 per cent of the emigrants to the USA from Europe are males. 
In the USA the relative number of females per 1000 males 
declined from 978 in 1870 to 952 in 1890 After the introduction 
of the quota system when the number of immigrants was res¬ 
tricted, the ratio between the sexes has been corrected, there 
being 102 males for every 100 females 

Sex Ratio in Cities 

For India as a whole in 1931. whereas in rural areas there 
were 957 females per 1000 males, in urban areas the number of 
females to every 1000 males was only 815 The following table 
shows the relative number of females per 1000 males m the urban 
areas of different provinces m 1931 — 



Females per 

Females per 

Province 

1000 males 

1000 males 


total 

urban 


population 

population 

Madras 

1,025 

993 

Bihar and Orissa 

1,005 

820 

C P and Berar 

998 

886 

Bengal 

924 

601 

United Provinces 

902 

80S 

Bombay 

901 

773 

Assam 

900 

577 

Punjab 

831 

699 
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These figures are to be accounted for m the light of the com¬ 
mon practice in India which makes men leave their families m 
their village homes and work for their living m towns. A table 
which we reproduce below from the Census Report of 1931 
shows that in the cities the number of married females per 1000 
married males is even smaller than the number of females as 
compared with males - 


Ten Large Cities 

Females per 1000 males 

Married females per 
1000 married males 

Calcutta 

468 

365 

Bombay 

554 

499 

Madras 

897 

936 

Hyderabad 

886 

822 

Lahore 

565 

646 

Delhi 

694 

754 

Howrah 

550 

447 

Karachi 

688 

679 

Benares 

792 

796 

Nagpur 

848 

838 

In Europe, on 

the other hand, there is commonly an excess 


of females m large cities In the period between the ages of 10 
and 20 the girls migrate to the towns as domestic servants In 
the period of age beyond 50 men again migrate from the towns 
back to the country 
Age Composition 

Classification of the population by age has considerable inter¬ 
est from a sociological point of view According to Sundbarg, a 
normal population has about one-half of its total between the ages 
of 15 and 50, and the proportion of those above that age group to 
those below it indicates whether the population is increasing sta¬ 
tionary or decreasing The youngest of the three population 
groups must be double the eldest if the population is to continue 
to grow The census report for 1931 gives us the following table 
showing the population of the different provinces, m order to 
make out that all of them are clearly progressive according to 
Sundbarg’s classification — 

Percentage of population aged 


Province 

0-15 

15-50 

50 and over 

Assam 

42 2 

49 8 

80 

Bengal 

40 8 

51 1 

8 1 

Bihar and Orissa 

40 2 

50 2 

96 

Bombay 

39 7 

512 

91 

C. P and Berar 

401 

50 0 

99 

Madras 

38 9 

50 5 

10 6 

Punjab 

412 

48 1 

10 7 

U P 

389 

513 

98 

India 

39 9 

50 5 

96 

The Census Report admits that Sundbarg’s categories need 


readjustment before they can be satisfactorily applied to Indian 
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conditions. Moreover, the Indian age returns are admitted to be 
extremely inaccurate. The 1931 report quotes the Madras Census 
Superintendent* “A Salem father, challenged about the absence 
from his account of persons present of any indication of a very 
recent arrival said with some surprise Tt is but now born! Do 
you count it?” Moreover, the age period of girls from 10 to 15 
is defective in numbers, due partly to the unwillingness of higher 
caste Hindus to admit unmarried daughters already pubescent 
In some parts of India girls are secluded at the age of puberty or 
shut up and concealed Another leason for the misstatement of 
the correct age is a superstitious belief that it is unwise to state 
one’s age correctly, as it is liable to reduce one’s span of life 
What IS, however, more important, as a consideration which 
renders Sundbarg’s categories inapplicable to a country like 
India is that the working age of the population in India is not 
the age between 15 and 50 but the age between 15 and 40 This 
was admitted in the Census Report of 1911 which says “I have 
taken 15 to 40 instead of 15 to 50 as Sundbarg has done, partly 
because old age comes on quicker m India and partly because 
they correspond more closely to the reproductive period of life ” 
Taking the distribution of population on this basis, we obtain 
the following age composition m percentage for 1931 and 1938 —^ 


Age 

1931 

1938 

0-14 

39 9 

39 8 

15-39 

41 0 

412 

40 and over 

19 1 

19 0 


It will thus appear that the workmg population, both male 
and female, in India, that is, the population between the ages of 
15 and 40 is 41 per cent of the total population It has to be 
remembered that a considerable proportion of the females 
belonging to the higher castes amongst the Hindus, as well as 
those under purdah, both Hindus and Moslems are precluded by 
the customs and institutions of the country from contributing to 
the production of wealth, except m so far as they perform ser¬ 
vices as mothers and as housewives At the most favourable 
estimate it would seem that the burden of supporting the entire 
population falls upon 30 per cent of the population 

Taking the workmg age m Western countries as that between 
15 and 60, the workmg population of the USA was 64.5 of the 
total m 1940. We reproduce below the figures for a number of 
countries showmg the population m three age groups. 

^ The figures for 1938 are obtained from the estimates suppiied in the Statistical 
Year Book of the League of Nations for 1940-41 
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Age Group 

USA Germany! 

France 

& Wales 

Sweden 

Italy 

Canada 

(1940 

(1939) 

(1940) 

(1937) 

(1938) 

(1936) 

(1938) 

0-15 

25 1 

21 7 

23 7 

218 

20 8 

30 6 

27 7 

15-60 

64 5 

66 0 

614 

64 9 

65 6 

58 4 

62 8 

60 and over 

10 4 

12 3 

14 9 

13 3 

13 6 

110 

94 


Relatively the burden of maintaining the young and the old 
in India falls upon a smaller portion of the population than m 
the countries that we have noted Not only this—there is an 
enormous wastage of life m India as will be evident from the 
following table showing the comparative size of the population 
in percentages in different countries m the age groups, 0-15, 15-50, 
and 50 and over — 

England 

Age Group India USA Germany France 4 Wales Sweden Italy Canada 

0-15 39 8 251 217 23 7 21 8 20 8 30 6 27 7 

15-50 50 6 54 6 55 5 50 2 53 6 55 0 49 6 53 2 

50 & over 9 6 20 3 22 8 261 24 6 24 2 19 8 19 1 


The difference in the age group 0-15 which marks India from 
all other countries noted becomes evident Looking to the enor¬ 
mously large proportion of the younger generation or first age 
group, we should expect a very high death rate in the group to 
bring down the second age group to the 50 per cent average of 
Sundbarg This is further borne out by the fact that the death 
rate for the age group 0-15 was 33 per 1000 in 1938 as compared 
with 12 per 1000 for the age group 15-50 The 1931 Census Report 
also gives us a table showing the annual rate of mortality per 
1000 for various countries, collected from published life tables — 


Mortality Rates per 1000 (1901-10) 


Age Australia England Sweden Germany USA India 

Males 


0 

95 10 

144 34 

202 34 

92 55 

127 38 

289 98 

5 

2 81 

5 42 

5 28 

5 02 

5 24 

27 50 

10 

1 79 

1 82 

2 44 

3 22 

2 61 

12 50 

15 

2 55 

2 61 

2 77 
Females 

3 22 

3 19 

13 20 

0 

97 53 

117 43 

170 48 

75 98 

105 51 

284 60 

5 

2 58 

2 57 

5 31 

5 16 

5 00 

26 20 

10 

1 59 

2 08 

2 56 

3 25 

2 36 

12 90 

15 

2 19 

2 19 

3 02 

4 19 

3 09 

13 40 


It Will thus be seen that the mfant mortality rate, that is, of 
those infants who died during the first year of their life, is conspi¬ 
cuously higher in India as compared with other countries referred 
to in the table The infant mortality rate in India after 1910 
shows a decline It was 180 per 1000 in 1930 and 160 in 1940 The 
rate of infant mortality in the cities still remains alarmingly high 
Thus in 1930 the mortality rate m Bombay was 298 per 1000, in 
Calcutta 268, in Lucknow 329 and m Nagpur 270 The causes of 

1 Before Austria was incorporated 
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this high mortality rate m cities mclude immature maternity, the 
purdah system and the primitive obstetrics. The enormous waste 
of life m India may also be illustrated by reference to the expecta¬ 
tion of life at different ages m our country 

“The average length of life m India is low as compared with 
that m most of the Western countries,^ according to the Census of 
1921, the average for males and females was respectively 24 8 and 
24 7 years, or a general average of 24 75 years in India as com¬ 
pared with 55 6 years m England and Wales It was found to 
have decreased further m 1931, being 23 2 and 22 8 years for 
males and females respectively Our vital statistics are gravely 
maccurate, still in comparison with England and Wales where 
the expectation of life has increased from 45 4 in 1881-91 to 60 8 
in 1933, our position shows at the most a very slight improve¬ 
ment (according to another calculation of 26 9 for males and 26 6 
for females), if not a real decline 

The following figures are the official returns of the expecta¬ 
tion of life given in the Census of 1921-— 

1881 1891 1901 1911 

Males 23 67 24 59 23 03 22 59 

Females 25 58 25 54 23 96 23 31 


The following table gives us the expectation of life at birth 
and at different ages for males and females for India and 


England,— 

Age 

India 

Males Females 

England 

Males Females 


1901 

1911 

1901 

1911 

1901 

1911 

1901 

1911 

0 

23 63 

22 59 

23 96 

23 31 

44 07 

46 04 

47 70 

50 02 

10 

37 74 

33 36 

33 86 

33 74 

49 65 

52 35 

51 98 

55 02 

20 

28 59 

27 46 

28 64 

27 96 

41 04 

43 67 

43 45 

46 36 

30 

22 90 

22 45 

23 82 

22 99 

33 06 

35 29 

35 43 

37 84 

40 

17 91 

18 10 

19 12 

18 49 

22 65 

27 27 

27 01 

29 65 

50 

13 .59 

13 97 

14 50 

14 28 

18 89 

19 85 

20 63 

21 87 


The Census Report for 1931 gives us the following corres¬ 
ponding tables for males and females in India — 

Life Table 1931 


Age 

Males 

Females 

0 

26 91 

26 56 

10 

36 38 

33 61 

20 

28 67 

27 08 

30 

23 60 

22 30 

40 

18 60 

18 23 

50 

14 31 

14 65 


>The expectation of life is 67 years In Australia. 63 In England and Wales, 63 
In Germany and 47 In Japan as compared to 27 years In India 
* “Industrial Labour In India,’* Geneva Report, 1938, p 8 
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In spite of a slight improvement as indicated by the table for 
1931, it can safely be asserted that there is a tremendous loss of 
economic power in the country owmg to the shorter duration of 
life. From an economic pomt of view, we might speak of a 
progressive decrease in the wealth of the country due to the fact 
that people who consume wealth in the early years of life are 
prevented by early death from contributing to the increase in 
wealth production, which they might have made, if they had 
been favoured with a longer lease of life Thus we have a one¬ 
sided age distribution, all the more regrettable as it is not an 
inevitable product of geographical or climatic conditions, but is 
largely the result of modifiable social and economic infiuences. 

One more point of importance connected with age distribu¬ 
tion IS the heavier mortality of females as compared with males 
between the ages of 12 and 45, that is, between the age of 
adolescence and the age when capacity for child bearing normal¬ 
ly ceases This has a direct bearing on the net reproduction 
rate of our population, which is obtained by determining the 
number of femal children born to each woman to replace the 
mother. This rate takes into consideration the possibility of the 
female child living through the period of child bearing 

In India the average number of children born to a woman is 
not large The Census of 1931 gives the results of a special 
enquiry into 900,000 families scattered among all classes and in 
different part of India The enquiry showed that an average 
married woman has 4 children born alive, and that 2 in every 
4 children survive This relatively small number is not due to 
the adoption of birth-control practices or to late marriage It 
IS the result of the fact that a large number of women die before 
they reach the end of the reproductive period Premature death 
in the case of married women has been attributed to the prac¬ 
tice of early marriages, and the abolition of child marriages 
would undoubtedly increase the birth rate It may also be 
noticed that the prohibition of widow remarriage is also a factor 
that accounts for the low fertility In 1931, it was pointed out 
that there were 26 million widows in India or 15 per 1000 of the 
population, as compared with 7 per 1000 in Europe. 

It will thus appear that social reform in India, whether it 
takes the form of the recogmtion of the legality of widow re¬ 
marriages, or the abolition of child marriages, or the spread of 
the knowledge of hygiene, or better provision for medical relief, 
especially in maternity cases, will directly affect the birth rate 
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and contribute to a more rapid increase in our numbers It 
would be absurd, however, to forecast the population trend in the 
future m our country, on the assumption that the present rate 
of our increase will be aggravated by measures of social reform. 
For nature and human devices will provide corrective factors 
which will keep down the rate of growth. In other countries 
where the level of education is high, the growth of population 
has been subjected to a voluntary limitation which substantially 
restricts the size of the family In India, on the other hand, 
there has been a policy of drift, resting on the taith implied 
in the proverb, “With every mouth God sends a pair of hands” 
with the result, as we have already seen, that a high birth rate 
has brought in its wake a correspondingly high death rate 

Occupational Distribution 

The statistics bearing on the occupational distribution of the 
population are of value as throwing light on social conditions and 
changes They are an excellent index of the stage of industrial 
development of a country The census figures should be the most 
important source of our information on this subject, but, as thmgs 
stand, comparisons based on the figures supplied by the censuses 
in our country are apt to be misleading, because of the changes 
that have been introduced during successive census enumerations, 
in the character of the information collected and in the manner 
of collecting it The most radical of these changes was that 
introduced in 1931, which for the first time made a distmction 
between working and non-workmg dependants A non-working 
dependant or a dependant pure and simple has been defined as 
one whose earnings were too insignificant as compared with 
the requirements of the family The Census Superintendent of 
the Central Provinces pointed out, “The distinction between 
workers and dependants, however clear to the trained intelli¬ 
gence, IS very liable to be misunderstood by the average enume¬ 
rator and requires much explanation Even when an enumerator 
has mastered the definitions, it is often a problem for him to 
extract from the villagers the mformation needed to ensure 
accuracy of the record; and obiously there are dangers of mis¬ 
takes occurring in the records prepared by the less zealous census 
officials.” 

The following table gives us a comparative view of the 
changes in the occupational distribution of the Indian population 
form 1901 to 1921 •— 
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1901 1911 1921 

Popula- Percen- Popula- Percen- Popula- Percep¬ 
tion in tage tion in tag-e tion in tage 
millions millions millions 

A Production of 

raw materials 192 67 4 221 72 7 231 73 1 

B. Preparation and 
supply of 

materials 56 19 7 56 18 4 56 17 7 

C Public administra¬ 
tion and bberal 

arts 10 3 5 10 3 3 10 3 2 

D. Miscellaneous 27 9 4 17 5 6 19 6 0 

The figures for 1931 do not give us any direct indication of 
the distribution of the total population according to its depen¬ 
dence on various occupations Instead we get the following table 
for the four classes — 



Number of Percentage Number of 

Total 

Percentage 


workers in 

of 

non-work- 

maintain¬ 

of total 


millions 

workers 

ing depen¬ 
dants m 
millions 

ed m 
millions 

population 
in millions 

A 

103 6 

67 3 

1317 

235 3 

67 1 

B 

25 6 

16 6 

32 7 

58 5 

16 6 

C 

4 1 

28 

63 

10 4 

30 

D 

20 5 

13 3 

261 

46 6 

13 3 


We cannot compare these figures with the corresponding 
figures of the three earlier censuses as the very basis of the 
classification has been fundamentally altered We have no 
figures available under this head for the Census of 1941 

Pasture and Agriculture 

The following table shows the number of persons occupied 
as principal workers in pasture and agriculture-—^ 

1911 1921 1931 

(OOO’s) (OOO’s) (OOO’s) 

Pasture and Agriculture 106,538 106,394 104,147 

It will be noticed that there has been no substantial change 
in the total number of persons followmg pasture and agriculture 
as a principal occupation But the lack oi increase is to be attri¬ 
buted to the changes in classification in 1931 which show under 
the head “domestic service” an extraordinary increase from 2 5 
million occupied persons in 1921 to 3 9 million in 1931 - There 
is an equally abnormal mcrease under the head “insufficiently 
described occupations” In 1921 the total number of occupied 
persons was 6 million In 1931 it stood at 7 8 million We cannot 

G Ghate, “Changes in the Occupational Distribution of Population," 1940, 
No 1 of ‘Studies in Indian Economics’ issued by the office of the Economl Adviser 
to the Government of India 

■ “The apparent decline in the numbers dependent upon agricultural and pastoral 
pursuits between 1921 and 1931 is illusory to be accounted for by a change in 
classification, not of occupation " Vera Anstey, “Economic Development of India," 
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resist the conclusion that if the system of classification adopted 
in the earher censuses had been followed, the number of the 
population not only of workers but including dependants m 1931, 
so far as agriculture is concerned, would have been 75 per cent 
of the total population if not more. Thus the percentage of popu¬ 
lation dependent on agriculture has been increasing as shown 
below. 

1891 1901 1911 1921 1931 

61 1 65 5 72 2 73 0 75 

The following table shows the proportion of actual workers 
of all ages to the population between the ages of 15 and 60 and of 
10 and 60 years —^ 

1911 1921 1931 

Total number of actual workers 

(in millions) . 148 9 146 4 146 9 

Total population between the ages 

of 15 and 60 (in millions) 176 6 175 5 195 8 

Proportion of actual workers per 
1000 of population between the 

ages of 15 and 60 843 834 749 

Total population between the ages 

of 10 and 60 (m millions) 2118 214 7 238 5 

Proportion of actual workers per 
1000 of population between the 

ages of 10 and 60 703 682 616 

It would thus appear that the proportion of workers per 1,000 
of the population capable of domg work has been falling during 
each successive census Whereas the proportion of all workers 
of all ages per 1000 of the population between the ages of 10 and 
60 and 15 and 60 was 703 and 843 respectively, in 1911, it has fallen 
to 616 and 749 respectively m 1931 

The following table shows the average daily number of 

persons employed in factories under the Factories Act — 


Year 1911-14 

1924 

1934 

1937 

1939 

Numbers (in OOO’s) 909 

1,456 

1,487 

1,676 

1,751 

The following table shows 
occupied in industries —~ 

the total number of workers 

Yercentage 


1911 

1921 

1931 

variation 

Textiles 

4,449 

4,031 

4,102 

+ 18 

Wood 

1,731 

1,581 

1,632 

+ 32 , 

Metals and Ceramics 

1,896 

1,811 

1,738 

— 50 

Food industries 

2,134 

1,653 

1,478 

—10 7 

Industries of dress & toilet 

3,748 

3,404 

3,381 

— 07 

Furniture industries 

18 

12 

21 

-1-501 

Building industries 

962 

812 

619 

—23 8 

Construction of mines 
Production and transmission of 

25 

23 

29 

+27,4 

physical force 

*Ghate, op clt 

7 

11 

24 

+117 0 
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In View of the figures supplied in the above tables it is absurd 
to suggest that the pressure on the soil has not been increasing 
continuously during the past few years The fall in the number 
of workers occupied in industry is a fall of nearly 2 millions of 
workers between 1911 and 1931 ^ Counting three dependants to 
every worker it would appear that 6 7 million people who were 
in 1921 dependent on the handicrafts were thrown back on the 
soil by 1931 There is nothing m the trend of the occupational 
distribution of our population m the decades between 1881 and 
1931 to show a corrective process, coimteracting the predominantly 
agricultural and unbalanced economic life of India The trend to 
“progressive ruralisation” often complained of has not been 
reversed The increase in the number of workers employed in the 
organised mechanical industries, which has taken place during 
the last few years, plays a very insignificant part in view of the 
total volume of our working population On the whole, therefore, 
these figures do reflect the lop-sided character of our economy 
with too much dependence on agriculture The gravity of the 
increasing population pressure on the soil is indicated by the 
following table which shows the relative proportion of industrial 
employment during the last few decades —- 

Percentage 

variation 

1911 1921 1931 1941 1911-41 

Population (m millions) 315 319 358 389 +23 5 

Working population (in millions) 149 146 154 170"* +13 4 

Persons employed in industries 
(in millions) 17 5 15 7 15 3 16 3’ — 6 3 

Percentage of workers in indus¬ 
tries to the working population 110 110 10 0 96 —12 7 

Percentage of Industrial workers 

to the total population 55 49 43 42 —23.6 

The decline in the percentage of workers in industries to the 
working population, in spite of some progress in industrialisation, 
IS a clear indication of the fact that quite a good number of 
workers in cottage industries are bemg squeezed out The 
greatest sufferers are hand loom weavers The increasing popula¬ 
tion IS not being absorbed in industries, on the other hand, a 
proportion of those dependent on mdustries in the past are fall¬ 
ing back on land In a large number of mdustries, the decline 
in numbers mvolves a further overcrowding in agriculture which 

^This IB an eloquent commentary on the industrialisation of our country under 
British Rule in the past 

*R. Mukerjee, op cit p 204 
•Estimated 
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m turn brings poverty and indebtedness in an aggravated form. 
Between 1911 and 1941 the total population has increased by 74 
millions Even with an addition of a million workers in the 
organised industries, the total number of workers will not exceed 
17 millions On the other hand, the working population must 
have increased by 16 to 18 millions 

In Bombay Province between 1921 and 1931. while there was 
a 7 per cent increase in the number of persons employed m agri¬ 
culture, industry showed a decrease of 5 per cent in the number 
employed In Bengal, the decrease in the number o£ workers in 
industries is indicated by the following table -- ^ 





Percentage 

variation 


1911 

1921 

1931 

1911-31 

Population (in millions) 

46 3 

^7 5 

51 8 

+10 0 

Working population (in millions) 

16 2 

16 8 

14 7 

— 09 

Numbei of workers in industries 
(in millions) 

17 

1 7 

1 3 

—0 23 

Percentage of workers in indus¬ 
tries to the working population 

10 5 

10 1 

90 

—14 2 

Percentage of industrial workers 
to the total population 

39 

37 

25 

—35 8 


This great and increasing lack of an occupationally balanced 
population has to be faced not by an easy optimism Any increase 
in large-scale production is not likely to absorb even the annual 
increase in the working population by the growth of numbers. 
The total number of people employed in large-scale establish¬ 
ments in India was less than 2 millions in 1939 If the popula¬ 
tion goes on increasing at the present rate, that is, about 5 
millions per year, what a colossal task it would be to absorb the 
surplus into industry even if we plan for rapid industrialisation* 
Still less will such industrial production absorb the present sur¬ 
plus agricultural population The balance cannot be restored 
except by developing a large number of small-scale and medium- 
scale industries Such economic reconstruction cannot mean a 
mere blind copy of Western mdustrialism It means the visuali¬ 
sation of a new economic order in which we have variegated* 
production through units considered perhaps too small in the 
industrially advanced countries, but which will be nearer the 
‘optimum* size in our country m view of the relative abundance 
of labour and the relative scarcity of capital. Moreover, such a 
reconstruction would involve a plannmg of the geographical dis¬ 
tribution of industries so that they go to the village and the 

Mukerjee. op cit p 207 
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small town rather than get concentrated in a few cities. If such 
economic reconstruction is planned in the light of a social vision 
which will release our energies mto a fresh life, freeing them 
from the ignorance and the poverty and the diseases which have 
hitherto subdued them mto apathy and listlessness, we might 
well look forward to a happier and a richer life for our people. 

CHAPTER VI 

THE HUMAN FACTOR—(Continued) 

The Quality of the Population—^Infirmities 

The social condition of a commimity can be judged posi¬ 
tively by the standard of life to which they are habituated and 
negatively by statistics relating to infirmities of body and 
mind and statistics of vice and crime In every country, there is 
a certain number of persons, who are not able-bodied, on ac¬ 
count of some physical or mental infirmity They are a burden 
on society Their presence is an economic loss and indicates 
m the last analysis some defect m the social organism, poverty, 
crime, vice, disease are all symptoms of a diseased body politic 
It IS necessary to consider data connected with these defectives, 
for ascertaining the causes that are responsible for them 

There are many classes of mfirmities Some of them 
entirely incapacitate the individual, others only partly. Some 
are present from birth, others come on with advancing age 
Some people are totally blind, others have only weak eyes. 
Some are only deaf, others are deaf mutes A number of these 
infirmities are simply the accompaniments of advancing age 
There are others such as loss of arm or leg, which while they 
interfere with the individual’s full capacity for work, do not 
prevent him from contributmg his limited share to production. 
Even in civilised countries it is difficult to record all cases of 
partial disability 

As regards India, the returns of infirmities have never been 
satisfactory The Census Report for 1931 says that feeble- 
*minded persons are returned as insane, and many who are 
partially blmd are returned as totally blind “In the case of 
leprosy it is practically certam that the Census figures in India 
fail entirely to represent the true state of affairs.”^ Diseases 
like leprosy and insanity are likely to be concealed; different 
individuals may attach different meanings to insanity. It is 

’'Census Report, 1931, p 2S3 
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Significant that the Blind Relief Association found by a count 
that the totally blind in Bijapur Distnct in 1920 numbered 260 
per 100,000 as against 70 returned at the Census of 1911. 

The following tables give us statistics about four prmcipal 
infirmities in India — 

Number afflicted 

Infirmity 1881 1891 1901 1911 1921 1931 

Insanity 81,132 74,279 66,025 81,006 88,305 120,304 

Deaf-muteness 197,215 196,861 153,168 199,891 189,644 230,895 

Blindness 526,748 458,868 354,104 443,653 479,637 601,370 

Leprosy 130,968 126,244 97,340 109,004 102 513 147,911 

Number afflicted per 100,000 of population 
Insanity 35 27 23 26 28 34 

Deaf-muteness 86 75 52 64 60 66 

Blindness 229 167 121 142 152 172 

Leprosy 57 46 33 35 32 42 

Total 407 315 229 267 272 314^ 

The decrease from 1881 to 1901 was attributed partly to in¬ 
creasing accuracy of enumeration and partly to severe famine 
mortality. The increase m 1931 has been attributed to the 
increasing survival of the unfit resulting from increasing care 
and alleviating measures 
Insanity and Deaf-Muteness 

The social consequences of mental disorders have great 
significance It is pointed out that more than one-half of the 
438,000 hospital beds in the USA were filled by victims of 
mental disorders It is also significant that the incidence of the 
disease does not differ as between Negroes and Whites in the 
USA The number of insane persons in 1931 in India is re¬ 
corded as 34 per 100,000 of the population The difficulty of 
procuring accurate insanity returns is illustrated by the 
different views entertained on the nature of insanity by Census 
Superintendents themselves One Superintendent says, “Idiocy 
is a congenital defect and one would have expected a much 
higher proportion of insane in the earlier age periods ” Another 
condemns his returns for showing just such an increase on the 
ground that “Complete insanity manifests itself at adolescence, 
and returns to be accurate must exclude the congenitally weak- 
minded” The total number of patients in mental hospitals in 
1930 was 11,147, in other words, even less than ten per cent of 
the reported total of insanes m India 

Deaf-muteness in India is frequently associated with goitre 
and cretinism, and has been attributed partly to the absence 
of iodine salts in the soil The geographical distribution of 

^Excludes multiple infirmities 
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deaf-muteness brings out to some extent the connection between 
this infirmity and locality The highest proportion of deaf- 
mutes for 1931 was 159 per 100,000 in Jammu and Kashmir, and 
149 in Sikkim. 

Blindness 

No practical and uniform definition of blindness has been 
worked out so far. Several ready to hand definitions have been 
suggested, such as inability to count upon the hand at a dis¬ 
tance of 12 inches, or to recognise a human face In the USA 
the total blind population m 1920 was computed at 74,500- 
The Census Superintendent of Madras says in the Report for 
1931, “The chief tragedy of blindness is that so much of it m 
India (probably more than half) is preventable, and that the 
majority of incurably or partially blind become so when infants 
or young children We are apt to dwell too much on cataract, 
and forget the large share which parental folly and neglect, 
improper food and housing play in producing the 50,000 blind 
recorded in this presidency Bhndness from cataract is of less 
importance, is associated with years and is curable 
Ophthalmia Neonatorum, syphilis, small-pox, peratomalacia, on 
the other hand, as causes of blmdness, all mark their victims 
before adult years are reached ^ In Western countries, it has 
been recognised that the one desirable means of affording fin¬ 
ancial help to the blind, who cannot support themselves, is 
through some plan of social insurance by which compensation 
IS granted on the occasion of the loss of sight In the USA this 
principle is embodied m Workmen’s Compensation Acts. 
Leprosy 

“It has been estimated that there are no less than five 
million cases of leprosy in the world, and it is probably correct 
to say that of that number approximately one million are to be 
found in India- “The Census figures should be multiplied 
seven or eight times in order to arrive at a reasonable estimate 
and the figure of one million is not likely to give an exaggerated 
picture of the actual position 

Leprosy m India is a disease in which concealment is easy 
and likely to be obstinate Concealment, particularly in the 
case of women, is easy under the purdah system The Census 
Superintendent of Bihar and Orissa writes in 1931, “Doubtless 
men are more liable to develop this disease than women are, 

1 Census Report for 1931. p 261 

* Public Health Commissioner’s Report for 1936. p 74 

•Ibid, p 75 
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but the extent to which this is true bears no relation to the 
disproportion exhibited by the Census figures which can only 
be due to systematic concealment ” 

Deficiency Diseases 

While discussing the positive checks in an early chapter, we 
have pointed out the heavy toll of life due to cholera, plague, 
influenza, and malaria We have also given comparative figures 
of mortality rates for certain diseases All these diseases affect 
the vitality of the people and the quality of the population 
About 50 per cent of deaths are classified as due to “fever”—a 
very vague term Many of these are the results of malnutrition 
and semi-starvation, and so are “deficiency diseases”^ It may 
be noted that cholera, smallpox, plague, fevers, tuberculosis, 
dysentery and diarrhoea etc, may be considered to fall under 
the heading “diseases of poverty,” and most of them are pre¬ 
ventable If the quality of our population is not what it ought 
to be, due to these diseases, it should be attributed to the lack 
of adequate preventable measures and malnutrition A pro¬ 
perly planned society which aims at removing evils of in¬ 
adequate and unwholesome food would certainly improve the 
quality of the stock 

Literacy 

The importance of education even from a purely economic 
point of view has become a commonplace It is a pre-requisite, 
not only of economic progress, but of that larger and fuller 
life which we regard as our common human heritage 

For the purposes of census literacy has been defined as the 
ability to write a letter and read the answer to it In 1881, the 
total number of literates was 46 per 1000 in the whole of India 
In 1921, the proportion rose to 71 per 1000 In 1931, it was 80 
per 1000 which has arisen to 121 in 1941 Taking the figure of 
literates for persons aged 5 and over we obtain the following 
table — 

Literates per 1000 agred 5 and over 



1921 

1931 

Males 

139 

156 

Females 

21 

29 

Persons 

82 

95 


The following table indicates the literacy per 1000 aged five 
and over in different communities, according to 1931 Census.^ 

^ „^See Chapter on ‘‘Problems of Consumption" lor a discussion of malnutrition and 
deficiency diseases 

ip 328 Figures for 1941 are not available 
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Community 

Total 

Males 

Females 

All India 

83 

138 

23 

Parsis 

791 

845 

734 

Jews 

416 

488 

338 

Jains 

353 

582 

106 

Christians 

279 

352 

203 

Sikhs 

91 

138 

29 

Hindus 

84 

144 

21 

Muslims 

64 

107 

15 


Taking the comparative figures for 1921 and 1931 by com¬ 
munities, it appears that whilst other communities show pro¬ 
gress, there was a decline in the literacy of the Parsi community 
by 3 per cent in ten years and in the Christian community by 
6 per cent The Census Report attributes it to economic de¬ 
pression so far as the Parsis are concerned As regards 
Christians, it is attributed to the inclusion of illiterate converts. 

Literacy in English increased among all communities in the 
period 1921-31 except among the Christians, where it failed to 
keep pace with the growth in numbers The following table 
gives us the literacy in English in different communities in 
1931—1 


Number per 10,000 aged 5 and over literate in English 


Community 

Persons 

Males 

Females 

All India 

123 

212 

27 

Hmdu 

113 

204 

16 

Sikh 

151 

251 

21 

Jain 

306 

571 

20 

Buddhist 

119 

207 

26 

Zoroastrian 

5,041 

6,396 

3,592 

Muslim 

92 

164 

11 

Christian 

919 

1,174 

649 

Jew 

2,636 

3,492 

1,710 

Tribal 

4 

7 

_ 

Others 

28 

47 

6 

According to the Census Report of 1941, 

so far 

as literacy 


IS concerned, “The general tale is of pronounced increase 
amounting in the case of India as a whole to 70 per cent over 
1931 for the whole population Of this the male increase is 60 
and the female 150 There was of course an enormous field for 
improvement of female literacy. For the provinces the increase 
is 80 and for the states 70, with the sex components more or 
less the same The most remarkable figures are returned by 
the Punjab which professes a 140 per cent increase to a present 
literacy of 13. This figure covers 110 per cent mcrease for 

lOp cit p 339 
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males and no less than 390 per cent for females One would 
prefer to wait for a definite sorting based on exammation of 
the slips before further discussion of such phenomenal figures. 
The record for the UP seems pnma facie more in keepmg 
with general observation and experience Here the literacy 
figure IS below that of other areas and all major provinces, and 
is still only 8 per cent for the whole population, but the decade 
increase is 80 per cent all over, 70 for men and 170 for women. 
Even now, however, the percentage of literacy among women 
is only 2 Bombay leads the provinces, as it did m 1931 and 
shows also an increase of over 100 per cent to produce a 30 per 
cent literacy for males and 9 per cent for females Bengal 
follows with 16 per cent all over, representing 25 for males and 
7 for females 

Our progress is terribly slow and such a rate of progress 
would take decades to have a fully literate population When 
we compare the results achieved by Soviet Russia which started 
m 1917 practically at the same level of illiteracy, and liquidated 
it almost completely by 1936, there is no reason why the same 
results cannot be achieved by us m a properly planned society 
Retrospect and Prospect 

We have now considered the problem of population in its 
main bearings and have to face a two-fold question Is India 
over-populated’ Are we too many’ And the further question 
if we are too many, what can we do towards the establishment 
of a better social order in which our population will be adjusted 
to our new economic standards of a civilised existence’ If we 
are reconciled to our present miserable existence—miserable 
not only because of our poverty, but because of a lack of sense 
of the dignity and beautj^ and value of human life which 
poverty brings in its wake—^we may regard our present numbers 
with equanimity and may comfort ourselves with the thought 
that we are not too many We may even look unconcerned at 
future increases in our numbers, so great is our power to put 
up with the privations resulting from increasing poverty, and 
so earnest our desire to preserve the social institutions and 
principles of earlier days. If, on the other hand, we are 
thinking ahead of a new India where our people will live, not 

1 Census of India, 1941, Vol I, Part I, pp 31*32 It is surely surprising that the 
Census Report should give figures in percentage increases which do not give us a 
correct picture of the state of literacy The figures suggest a tremendous improve¬ 
ment. There can be no doubt that, whatever real Increase in literacy took 
place, is due to the great literacy drive under the Popular ministries and parUcularly 
the Congress Ministries Taking the real rise in a decade, the picture is still very 
gloomy It neeeded ten years to increase the literacy from 80 to 121 per 

7 
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on the level of abject poverty, but on a level which will ensure 
to them a healthy, efficient and cultured life, with opportunities 
for creative work for increasing numbers, the reflection will 
force itself upon us that there is somethmg fundamentally wrong 
with our present population trend, and that we need to plan 
our economic life and our social environment so as to lift up 
our people from the present enervating struggle for existence 
and free them from the listlessness to which their poverty has 
consigned them. 

The problem of India’s population affects almost every 
aspect of economic life, and has a profound significance for the 
future of the country In any scheme of social or economic or 
political reconstruction, the present size of the population and 
the rate at which it is growing have to be taken into account 
We have indicated to what extent our present numbers are an 
obstruction to our future national welfare, judged from any 
pomt of view, a reduction m our numbers, or at any rate a check 
on further increase, appears to be an urgent necessity We do 
not contend that our people should be raised to that artificially 
high standard of living to which in the West a few nations 
may have attained “There is nothing morally wrong in a man 
being a vegetarian and a teetotaller and his wife and children 
being able to live very much more cheaply than people who 
adopt the European standard ot comfort To live on simple 
fare so long as it is nutritious is not a crime It was Lord Crewe 
who in 1911 denounced on this ground the attempt to exclude 
Indians from employment on vessels trading to the ports of New 
Zealand But the simplicity of life in India is a simplicity of a 
very different kind The poveity of the Indian peasant and 
villager means “want, insecurity and utter inability to provide 
for the most elementary needs of life It is a cruel mockery to 
exhort the bulk of our people, to reduce their wants or ask them 
to be true to the wisdom of the East, when the majority of them 
are suffering from utter want and starvation.”- 

There has been a certain amount of confused thinking on 
this question Some of us, distressed by the sordidness of 
policies adopted by the so-called advanced countries in the in¬ 
terests of a higher standard of life, have simply raised our hands 
in horror and cried out, “No, not for us. Far better our age-old 
ideal of ‘plam living and high thinking.’ ” It is not difficult, 
however, to see that this defeatism is unwarranted. In regard 

^Lord Crewe quoted by Gvan Chand. op clt p 318 

*Gyan Ch8nd, op clt p 319 
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to this question, as in regard to many others, there is a golden 
mean, a sort of an optimum, which is calculated to bring out the 
best in man Any standard of life below this is an open invita¬ 
tion to poverty, misery and crime. A standard above it may 
mean aggrandisement at the cost of others, the pursuit of wealth 
for its own sake and of power that may bolster up this insatiable 
greed. 

No one who has carefully followed the history of the popula¬ 
tion problem in India in its different phases can dispute the 
statement that there are more people in India than the soil and 
its present productive capacity can support “By far the major 
part of Indian manpower is underfed, diseased, illiterate and 
unskilled The per capita food supply is much less than one- 
third that in the USA Even with ‘plain living and high 
thinking,’ which has been the ideal of Hindu civilisation, one is 
inevitably driven to the conclusion that there exists in India 
today, under the present state of her industrial efficiency, 
double the size of the population which could live with a mode¬ 
rate degree of opportunity for moral and national development 

The Census Commissioner for 1931, Dr Hutton, has con¬ 
tended that the maximum population possible is very far from 
identical with the maximum population desirable, and “that the 
point has not yet been reached at which the ability of the country 
to feed its occupants is seriously taxed ’* He further says. 
“Generally speaking, the maximum density of the agricultural 
population can be far greater in India than in Europe, not only 
on account of the greater fertility of the land but on account 
of the diminution in the absolute necessities of life corresponding 
to a less rigorous climate” Whilst Dr Hutton is prepared to 
recognise the difficulties connected with excessive subdivision 
and an abnormal surplus landless population, he seems to view 
unconcerned the prospect of further increase in our population 
The same unconcern seems to underlie the view expressed by 
Dr P J Thomas- and Mr D G Karve^ that production in 
India has been increasing faster than population 

In our analysis and review of agriculture m India, we have 
endeavoured to point out how, under present conditions and with 
present methods of cultivation, our agricultural population sunk 
in poverty, dragged into the vortex of price fluctuations in the 


^ R K Das quoted in “The Situation in South and East Asia” by Col Sir Charlei 
Close, “Population “ Vol I No 1 1933 

•“Population and Production” (1931-32) Indian Journal of Economics, Vol XV 
1934-3S 

•“Poverty and Population in India,” 1936 
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international market, dependent on the freaks and uncertamties 
of ramfall, has been forced by the pressure of circumstances into 
a starvation standard m spite of a fertile soil—a standard which 
is threatened with prospects of a further deterioration due to 
increasing numbers We propose to consider in a separate 
section the relation of our food resources to the population, but 
the fact that we have reached the saturation point has been 
emphatically expressed in the actuarial report appended to the 
Census Volume of 1931 Mr. Vaidyanathan quotes m the first 
place Carr Saunders* “Infanticide was employed in India and 
China until recently; it has now been abandoned, and no other 
method of keeping the size of the families small has taken its 
place An examination of the social conditions suggests that 
the people are not livmg as well as they might, famines are not 
uncommon, and are never far off The symptoms point to over¬ 
population, of which the cause would seem to be the failure to 
replace the custom of infanticide by some other method of 
regulation ” He futher adds “No greater proof is required of 
the fact that what primarily ails India is over-population than 
the miserably low standard of hvmg of the masses To subject 
the soil to increasing pressure of the addition of nearly 34 millions 
in a decade’ when the standard of living is proverbially low is 
a situation that should cause real alarm in the minds of the 
well-wishers of India. Without an addition m real wealth, of 
at least the same extent, of which there has been no very large 
indication, the existing low standard of living is sure to be de¬ 
pressed further, leading to further overpopulation and con¬ 
sequent increase in the loss of spirit of enterprise For successive 
generations of life on less than a bare margin of subsistence and 
the natural indolence and despondency which such a state en¬ 
genders have probably made the majority of Indians abstam 
from making any strenuous effort to raise their standard of 
living, which could be achieved, in the first instance, by limiting 
the size of the families Bemg itself both the cause and effect 
of over-population, the low standard of living of the average 
Indian completes what is called the ‘vicious circle.’ ”2 

Those, who take a more sanguine view of the problem, have 
m view, we are aware, the vast potentialities of our resources. 
True, our resources are vast. True, the achievements of modem 
science have been miraculous. Yet, when all this is admitted, 
we must not allow ourselves to be swept off our feet by vague 
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generalisations as to potentialities. What rate of growth of 
technical progress should we count upon during, let us say, the 
next 25 or 30 years? That is the primary question m this con¬ 
text. The moment we ask ourselves this question, we are face 
to face with the wide gap that is hkely to persist for at least a 
generation or two between our expectations and our perform¬ 
ances, a gap which should make us pause and ponder Economic 
planning, as we have throughout insisted, is unthinkable except 
as an aspect of social planning, and no social plannmg is worth 
its name which refuses to evolve a planned population policy. 
This has obvious social and political implications, some of which 
are pointed out below. 

Possible Remedies 

It IS obvious that the only answer to the question “Is India 
over-populated’” is an answer m the affirmative Assuming 
the presence of over-population, we have to ask ourselves what 
we can do with these distressmgly large numbers to alleviate 
their sufferings with the help of the resources at our disposal. 

There are three directions along which we may seek for rehef 
so far as numbers are concerned in the immediate future (1) 
There is the method of relieving population pressure by the 
possibility of migration outside the country or by a redistribution 
of the population inside the country (2) There are a number 
of economists who look to a system of planning our production, 
both agricultural and industrial, on such a large and intensive 
scale as to mcrease our national mcome within the next few years 
to double the present amount. (3) There are those who believe 
that if we cannot immediately reduce our numbers except by 
such calamities as are beyond our control, we can at any rate 
check the further growth of our numbers, by limitmg the size 
of our families through the spread of the knowledge of birth 
control. 

Emigration 

When Western economists and demographers talk of emigra¬ 
tion as a remedy for over-population, they have in mmd only the 
White people The Asiatic people never exist in their calcula¬ 
tions, though Chinese and Indians are the only people who really 
need the help of emigration to solve their problem. Emigration 
outside India as a measure of population relief is a matter beyond 
our control. The total number of Indians hving abroad has been 
estimated at roughly 2^^ millions. About a million and a half 
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live Within the British Empire, mostly in Ceylon, Burma, Malaya, 
Mauritius, British Guiana and South Africa As regards Ceylon 
and also Burma, events before the outbreak of the war in 1939 
distinctly indicated a growing opposition against the settlement 
of Indians in those territories. It was a familiar cry before the 
Japanese occupation of Malaya, that Malaya could not accom¬ 
modate any more Indians As regards Dominions like Australia, 
Canada and New Zealand, they have definitely adopted a policy 
of keeping their territories as a preserve for future occupation 
by the Whites exclusively Under the quota system ever since 
1922, the USA have definitely adopted a policy of discrimination 
agamst the Asiatic races ^ The disabilities from which Indians 
suffer in South Africa, East Africa and Kenya are likely to in¬ 
crease rather than decrease as recent events like the passing of 
the ‘Pegging Bill’ in South Africa foreshadow Under these 
circumstances, we cannot look for relief with regard to out¬ 
numbers in the immediate future to migration abroad We will 
have to maintain our population on our own resources 

With regard to the redistribution of our population inside 
our own country, whatever possibilities of redistribution to exist, 
they do not justify any hope that it can materially help in solving 
our problem Looking to the total extent of the land classified 
as culturable waste, it might be thought that 93 million acres of 
such culturable waste might offer reasonable opportunities for 
the settlement of our surplus population It was pointed out, 
however, by the Agricultural Commission—a statement that has 
been contested—that much of this land could not be brought 
under tillage, and that “the statement reported annually m a 
volume which is issued under the imprimatur of the Government 
of India, that very nearly one quarter of the total area of British 
India IS culturable but not cultivated, is calculated to give rise 
to misconceptions which it would be well to avoid Even 
recognising that these limitations exist, it would not be inappro¬ 
priate to stress the necessity for gathering and supplying informa¬ 
tion to the public about the potentialities of the land in each 
province classified as culturable waste so as to help the migra¬ 
tion of population from one part of the country to another.* 

It is impossible to shut our eyes to the new forces 
of inter-provincial jealousies and rivalries that have been brought 
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into play during the last ten years and which were unfortunately 
aggravated in the name of Provincial Autonomy after 1935. A 
Federal form of Government for the whole of India which would 
include the Indian States has its advantages, but giving the Pro¬ 
vinces a free hand in planning their separate economic life might 
be more harmful than otherwise in the larger interests of the 
country as a whole Only recently, we witnessed the reluctance 
of provinces with surplus food to part with such surpluses, and it 
was the heavy pressure of the Central Government brought to 
bear upon them due to the food crisis that has led these Pro¬ 
vinces to revise their policy ^ 

Increase in Production 

Apart from migration or redistribution, we may. it is said, so 
plan our economic life as to increase to a phenomenal extent our 
total annual income both through the development of our agri¬ 
culture and the intensification of our industrial production As 
regards agriculture, we have discussed elsewhere in detail the 
possibilities of increasing our agricultural production in the 
future Given the existing framework of economic society, the 
changes in agriculture, which are within the range of practical 
politics, include measures like improved varieties of crops, con¬ 
trol of crop pests and diseases, extension of irrigation, better use 
of manures, the use of artificial fertilisers and better implements 
of cultivation But so long as the basic obstacles to the develop¬ 
ment of Indian agriculture are not removed—and these include 
fragmentation and subdivision, zammdars, the enormous agri¬ 
cultural debt, and the equally enormous surplus agricultural 
population—it would be futile to hope for any substantial im¬ 
provement in our agricultural production This does not of 
course preclude the possibility of transforming our whole agri¬ 
cultural organisation with the adoption of a carefully planned 
long-term agricultural policy If a country like Japan, with 
resources immeasurably more limited than those of India, could 
withm the space of a few years transform her economic life so 
as to enter the world market in competition with other countries, 
and if Soviet Russia could similarly mobilise her resources for 
lifting a population of agricultural serfs into a population of con- 

^The Increasing agitation for the constitution of new provinces on a linguistic 
and cultural basis might well be viewed with alarm, if the provinces are to bo given 
full economic autonomy One la tempted to believe that the moving force behind 
such agitation is not a disinterested love for culture and language but the prospect 
of developing the potential resources of the province even at the cost of exploiting 




104 OUR ECONOMIC PROBLEM 

tented peasants, there is no reason why a similar reorganisation 
of our economic life may not be achieved, given a definite 
objective and will to pursue it 

As regards mdustrialisation, the outbreak of the second 
world war gave opportunities for the development of industries, 
which under present limitations would have enabled us to accom¬ 
plish in two years what would otherwise have taken twenty years 
to achieve, if there had been proper planning We have mdi- 
cated m our sections on industry the possibility of developing a 
new type of industrialisation, which will enable us to reconcile 
our small cottage industries with large-scale production We are 
not oblivious of the fact that under the policy of discriminatmg 
protection there has been a growth m the investment of foreign 
capital in Indian industries We are not also oblivious of the 
enormous amounts of foreign capital invested in Indian enter¬ 
prises durmg the last hundred years We have also to recognise 
Gandhiji’s attitude on the question of large-scale production. But 
the fact remains that we have already industrialised ourselves, 
and that however much we may disapprove of evils which accom¬ 
pany modern industrialism, we cannot go back to a pre-mdus- 
trial economic order 

Will industrialisation on an increasing scale solve our popu¬ 
lation problem’ It is necessary m this connection to call to mmd 
a few facts Large-scale industry today occupies roughly two 
million workers Counting three dependants to every worker, 
the total number of dependants on large-scale production will 
not exceed eight million souls Our total population dependent 
on industries today must be not less than 38 millions In addi¬ 
tion, we have to take account of the surplus population depen¬ 
dent on the soil, the landless labourers, whose number has been 
variously estimated at between 80 million and 100 million Will 
industrialisation, on however large a scale it is organised, succeed 
in absorbmg about 120 million people, including dependants? 
Those who, assuming no radical alteration in the economic 
structure, talk like Sir M Visvesvaraya of capitalist enterprise 
helping in the intensification of our industrial production and 
thus solving our population problem, seem to forget the ele¬ 
mentary principle that machinery means the displacement of 
human labour on an ever increasmg scale. If in Western indus¬ 
trialised countries, omitting for the moment the enormous des¬ 
truction that has taken place durmg the last war, the saturation 
point had already been reached, so that the growing number of 
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the unemployed could not be absorbed m mcreasmg production, 
can we entertam any reasonable hope of so expanding our mdus- 
trial production under the present capitalist structure as to absorb 
even a quarter of our huge surplus population? 

The conclusion inevitably forces itself upon us that increased 
production by mechanical methods, both agricultural and non- 
agricultural, cannot by itself rapidly relieve the pressure of popu¬ 
lation Even in the stress and strain of the war, the fightmg 
nations in the West had been planning for the distribution rather 
than the increased production of wealth as witnessed by the 
Beveridge report We in India are still in the early stages of a 
capitalist mdustrial order If our growing numbers are not to 
frustrate whatever benefits increasing production on a large scale 
IS to bring to us, we must think m terms of distribution as much 
as in terms of production It is possible for critics to tell us that 
there are no prospects of any radical change in our economic 
reconstruction policy Such critics will tell us that capitalism will 
be more and more strongly entrenched in the country and that 
to speculate about the possibilities of a new economic era is futile 
To such critics our only reply is that the tempo of economic and 
political changes during the last 25 years might well make us 
think in terms of a new order which will secure for our coimtry- 
men the opportunities for a healthier and a fuller life such as 
have been denied to them so far 

Control of Numbers 

It is difficult in a sense to speculate about the future of the 
Indian population As regards Western countries between 1876 
and 1926, there was a marked decline m the birth rate, though the 
immediate effect of this declme was offset by a declinmg death 
rate, the prospect of a reduction m the numbers of the White 
population was set m the background of an increasing population 
in India and China. It was forgotten that the relative proportions 
of the European and Asiatic communities have changed m favour 
of the former 

The declining birth rate m the West was partly the result 
of the use of birth control, a practice which at one time was 
regarded as sinful and condemned by the Christians. But even 
today, there are not wanting leaders of thought, apart from the 
Churches, who revile birth control as ‘racial suicide,’ perhaps 
inspired by the fear of being outbred by some imaginary ‘inferior 
race.’ The patriots concerned about the necessity of out-rivalling 
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hostile neighbours m numbers stress the duty of bearmg chil^ 
dren. France wants more soldiers. Italy’s destiny was to 
revive the glory of the Roman Empire Even in Great Britain 
there is growing alarm at declining numbers. There are others 
who advocate birth control not for themselves who are the elect 
and chosen, but for the inferior masses who by their rapid 
multiplication may bring about racial deterioration 

In any discussion on birth control, it is desirable to keep 
distinct two different issues, the economic issue of an increasing 
population sunk in poverty like that of India and the issue of 
improving the race by selective breeding—a question more for 
the biologist than for the economist If we thus distinguish 
between the purely economic bearings of the birth control 
movement and the eugenic problem of improving the race, we 
would not only avoid confusion of issues but we shall be able to 
take a more objective view of the problem so far as it bears on 
the question of numbers The experience of the last half a 
century abundantly shows that with a high standard of life, the 
responsibilities of parenthood are increasingly recognised and 
human beings are extremly ready and willing to limit the size 
of the family from prudential motives It may also be pointed 
out that the family limitation characteristic of the richer classes 
may depend to some extent on socially undesirable qualities 
like love for luxuries instead of family affection 

It must be remembered, however, that mere limitation of 
numbers will not by itself solve the problem of our poverty If 
birth control measures have a place in the economic planning of 
India, such measures can only be part of a larger planning in¬ 
cluding within its scope, not only the intensification of our pro¬ 
duction, but likewise a social and educational reorganisation of 
our national life based on an appreciation of values, which would 
not subordinate the pursuit of truth and beauty and goodness to 
the greed for wealth and possessions Birth control leagues have 
been formed for the purposes of propaganda m a number of 
countries including Holland, Germany, France, Spam, Belgium, 
Italy and Mexico. Mrs. Sanger, one of the leading advocates of 
the movement, toured the world in 1922 arousing considerable 
interest in Japan, China and India Of late, restrictive measures 
have been adopted in France and Italy and in the U.S A. The 
law forbids the mailing of prmted matter or any device designed 
to prevent conception. A number of the States in the U.S.A. 
make the giving of countraceptive information a crime. 
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The principal objection to the movement on moral grounds 
has come from the representatives of orthodox religions, espe¬ 
cially the Roman Catholic Church. They argue that children 
constitute the socially necessary culmination of manage. The 
same view finds expression in the writings of Gandhiji who 
regarded sexual union without the desire for children as wrong 
and immoral in the case of married people Such arguments seem 
sound against induced sterility but not against an intelligent 
regulation of the size of the family. The support of a small 
family on a decent standard of life makes for discipline and a 
healthy family life much more than unrestrained reproduction 
with a large progeny struggling for existence Catholics, more¬ 
over, do not oppose the limitation of families as such, but the 
use of artificial checks So also did Gandhiji “It is one thing 
when married people regulate the number of their progeny by 
moral restraint, and totally another when they do so m spite of 
sexual indulgence and by means adopted to obviate the result 
of such indulgence In one case people gam m every respect, in 
the other there is nothing but harm”' 

It IS obvious that the opposition to birth control is based 
upon the nature of the means employed rather than with re¬ 
ference to the motives There can be no more effective reply 
to this objection than the one given by the British Committee 
on the Ethics of Birth Control “Civilisation itself has been 
the story of man’s control over nature, mainly by mechanical 
means Medical opinion has been somewhat slow to support 
birth control, but the Medical Committee of the British National 
Council of Public Morals has declared unanimously that ‘no 
impediment should be placed in the way of those married 
couples who desire information as to contraceptives, when this is 
needed for medical reasons, or because of excessive child bearing 
or poverty’ ” With wider use of contraceptives, health and 
longevity have increased, and infant mortality has decreased It 
has been also pointed out that birth control has resulted in the 
advancement of material well-being, in the elevation of the 
status of the wife, and in the promotion of the health and educa¬ 
tion of the children when the intervals between them are adjusted 
to parental health and resources. As a matter of fact, in 
Western countries, public opinion largely looks upon the large 
families of earlier generations as evidence of improvidence and 
unrestramed sexual mdulgence. Control is regarded as a pri- 

K Gandhi, “Self-Restraint versus Self-Indulgence," p 8 
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maiy means of attackmg poverty and of elevating social life 
above the level of reproduction and foodgetting. The frequency 
of destructive wars, iinally, has raised in many a family doubts 
about raismg sons and daughters only to be fodder for the guns 
and bombs. 

It must not be forgotten, however, that birth control as a 
method for limiting numbers will always be a question of m- 
dividual choice, and that a national policy in this behalf imposing 
measures for the limitation of population can only be successful 
in the sense that it may influence public opinion, so that social 
considerations should carry great weight with individual parents 
m deciding about the size of their families A national policy with 
regard to population is only possible m the form of propaganda 
through the cinema, the radio, and the press, awakening the 
masses into a sense of their responsibility towards the generations 
yet unborn 

Returning to the case of India, if our country is over-populat¬ 
ed and if any addition to our present numbers is to be regarded as 
undesirable, to what extent can the birth control movement help 
us in restricting our numbers’ The birth control movement in 
India IS just in its infancy It has been publicly advocated by a 
number of medical writers A Neo-Malthusian league has been 
formed in Madras supported by Maharajahs and High Court 
Judges. The Census Report of 1931 even suggests that “In view 
of the present rate of increase, efforts to reduce the rate of m- 
fantile mortality should be preceded by precautions to reduce 
the birth rate, and that if the luxury of ‘baby weeks’ be permitted, 
they should at least be accompamed by instructions m birth 
control ” Subhas Chandra Bose in his presidential address at 
the Haripura Congress advocated a definite restriction of num¬ 
bers The All India Women’s Conference stressed the necessity 
and desirability of making birth control knowledge available to 
the people of India The Mysore Government has established 
birth control clinics m the principal hospitals of the state, and 
a few clinics have also been established in other parts of India 

We cannot, however, overlook the difficulties of introducmg 
contraceptive methods in a country where the vast majority of 
the population look upon a large family as a token of God’s bles- 
smgs, and regard the reproach of barrenness as a terrible 
punishment for crimes committed m earher lives. The practice 
of universal and of early marriage is a social custom and not 
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necessarily followed from religious motives, though it is religious 
arguments which are resorted to whenever people want to oppose 
a change m social custom. We must also take mto account the 
difficulty of converting the masses of India mto support of birth 
control movement. They are not in a position to read any 
literature on the subject. Political organisations like the Con¬ 
gress and the Muslim League do not actively support the 
movement. It has been said that as a rule politicians who can¬ 
vass votes are not likely to risk the support of their voters by 
advocacy of such measures 

It IS really a tragedy that a personality like Gandhiji who 
had such an immense hold on the masses should be opposed to 
modern methods of birth control, and should advocate mere self- 
restraint to solve the problem of large families. Not only that, 
but he has condemned birth control methods and this makes the 
task of propaganda very difficult. One wonders why he should 
have regarded contraceptives alone as unnatural and not eye¬ 
glasses. A more serious difficulty is that of suggestmg a suitable 
contraceptive which will be acceptable to the masses, and which 
can be made cheap enough to be brought within their means In 
a country like India not only do doctors as a rule know little 
about the scientific side of birth control, but nine out of every ten 
villages are practically without doctors and dispensaries. 

If, therefore, the movement for birth control is to be pro¬ 
moted in India as a measure of national reconstruction, it must 
be made part of a larger programme, which should aim at pro¬ 
viding an adequate health orgamsation which should disseminate 
information amongst the people through personal advice by 
health visitors. Social awakenmg sometimes comes not by slow 
stages but miraculously fast Economic discontent may be a 
more powerful medium for social change than education or pro¬ 
paganda In the West, the movement has spread m spite of the 
opposition of the Churches and the state In the new order, with 


an enlightened Government, with modern methods of propaganda 
at its disposal, a new generation may be brought up, prepared 
to challenge age-long traditions and to establish new social 
norms. For, the control of population, as we have already sug¬ 
gested, is not a matter for legislation or for executive action but 
a matter that lies entirely withm the choice of individual parents, 
who may be educated into a sense of their social responsibilities, 
so that m deternunmg the size of families they may keep in mind 


the welfare of future generations. 
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Concluding Remarks 

As we have already said, the population problem in the next 
thirty years will be a problem of the impact of growing numbers 
on our ill-balanced economic and social structure Hence, the 
population policy will have to be rationally integrated in a 
planned economic policy, based upon a broader social policy 
To achieve such an objective, we shall have to fight on all fronts, 
political social and economic 

The difficulties against which we have to contend are the 
difficulties associated, in the first place, with our inability to 
plan our economic life in the light of a clear vision of our social 
life as a whole In the second place, there are difficulties m 
connection with the landlords, capitalists and industrialists, the 
Maharajas and rulers of Indian States—the relics of medieval 
feudalism These are hkely to be increased by minority groups, 
large or small, whose conception of their own interest might 
conflict with the larger interests of the community as a whole 
It must be remembered, however, that the new economic order 
that we envisage will be one which will be feasible on an all- 
India basis and in which there can be no rights without functions 
But, in view of the difficulties mentioned above, however ardent 
and earnest our desire to plan our economic life on a comprehen¬ 
sive basis, it will have to be subordinated to the immediate neces¬ 
sities of political compromise except in the case of a successful 
revolution 

If these difficulties are overcome—and let us hope they will 
be, without unnecessary sacrifice of our larger economic objectives 
—and unity of purpose is secured between the various warrmg 
and conflicting interests, our difficulties with regard to the future 
will not be ended They will have begun, for we have to plan 
our national life in all its phases In this planning, we shall have 
to face the problems of our social pathology—poverty, misery, 
disease and crimes—^problems that are directly or indirectly 
connected with our growing numbers 

It has been said that “planning is impossible without unity 
of objective, purpose and action,” that we are living in a world 
of uncertainties and violent changes, where what we have 
planned for today will become irrelevant tomorrow, and that 
“a country which finds itself in the throes of a class struggle, 
the end of which cannot be foreseen, cannot possibly undertake 
the overhauling of its economic and social life ^ Even as in the 

^Gyan Chand, op cit pp 227-28 
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midst of the war statesmanship demanded a definition of peace 
aims and preparation for realismg these aims, so is it desirable 
that we in India should not only define our aims but likewise 
the type of mechanism, social and economic, by which these aims 
can be carried out. No one can refuse to admit that there is 
much about population phenomena that is still unknown, and 
much more that cannot be brought under human control. We 
may not know how to plan a population, but we can plan for a 
population Such planning will involve measures for conserving 
our soil resources, for diversion of land to sound uses, for the 
shifting of population from one part ot the country to another, 
for adequate training and education of the masses, fpr the 
organisation of some form of collectivism and socialised de¬ 
mocracy, which will make bread and shelter as freely accessible 
to everyone as water and the use of roads now are m civilised 
countries 

APPENDIX^ 

The series of recorded population of India (excluding Burma 
& Aden) every ten years from 1881 to 1941 forms a very irregular 
sequence Their differences of successive orders go on 
numerically increasing and often change their sign for one and 
the same order This sequence of figures is thus very unsuitable 
for extrapolating the future population of India Again absence 
of the data regarding fertility rates, and the somewhat unreliable 
nature of the mortality rates available for the general population 
(owing to their being based, perhaps unavoidably so, more on 
the statistical gymnastics of their compiler than on any broad and 
sufficiently accurate mass of data) make it quite impossible to 
forecast the future trend of the component causes of population 
movement, like fertility and mortality, even assuming that the 
third such possible component cause of population movement, 
VIZ migration, has no material effect on the course of Indian 
population. Under these circumstances the task of making 
scientific estimates about the future Indian population is very 
difficult Even so certain broad guesses can be attempted, and 
the estimates given below should be considered as no more than 
such broad guesses, and just tentative in their nature 
First Series of Estimates 

The decennial rate of growth of the Indian population is 
calculated for each of the six successive decennia from 1881 to 
1941; and the geometric mean of these six rates is taken as the 
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average decennial rate of growth. This average was further 
corrected for eliminating the effect on the six decennial rates 
of changes in the areas covered by the different censuses and in 
the method of enumeration used in them This corrected 
average decennial rate of growth was found to be approximately 
5%. Applying this rate to the recorded population of 389 millions 
in 1941, the following estimates are obtained for the future Indian 
population in the respective years 



Population 

Year 

in 


millions 

1951 

409 

1961 

429 

1965 

438 

1971 

451 


It appears safe to say that these are something like the 
minimum estimates for the future. 

Second Series of Estimates 

Having thus obtained what appeared to be minimum esti¬ 
mates for the future, an attempt was made to have a second 
series of estimates perhaps slightly on the high side Only three 
figures of recorded populations out of the seven available for the 
past sixty years were chosen with a view to get an abridged 
sequence which did not pnmo facie appear to be irregular on 
the basis of their two orders of differences These three figures 
chosen were the recorded populations for 1881, 1911 and 1941, 
VIZ. 250, 303 and 389 (each in millions) A parabolic curve of 
the second order was passed through these figures and the follow¬ 
ing estimates were thus obtained for the future Indian popula¬ 
tion in the respective years* 

Population 

Year in 

millions 

1951 425 

1961 465 

1965 . 482 

1971 . 508 

Alternatively a parabola was fitted to the seven recorded 
figures of the Indian population by the method of least squares, 
and this parabola was made to project the figures for the future 
Indian population. The estimates thus obtained for the various 
years were as follows; 
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' Population 

Year in 

millions 

1951 417 

1961 460 

1965 478 

1971 507 

The closeness of these two sets of estimates only shows that 
the abridged sequence chosen m the case of the first set did 
really give a fair picture of the over-all position during the 
sixty years 1881-1941 

It cannot of course be said that the second series of estimates, 
represented by either of the two above sets, is m any sense a 
series of maximum estimates; though they can be considered as 
perhaps slightly on the high side This second series is based on 
the experience of the whole of the period of the census history 
of India which includes good as well as bad times. These esti¬ 
mates, therefore, reflect the average experience of the past sixty 
years, and it is only because this experience has been projected 
by fitting an increasing curve to it that it becomes necessary to 
say that these estimates may be perhaps slightly on the high 
side 

Finally it must be pointed out that it is only reasonable to 
assume that “extrapolation by means of a parabolic curve,” which 
IS the process used here for the second and the third senes of 
estimates, will give results less and less reliable, the longer the 
interval between the time for which they are obtained and the 
time of the data from which they are obtained. 

India’s Population at the last seven Censuses 


Year 

Population 

m 

1881 

millions 

250 

1891 

280 

1901 

284 

1911 

303 

1921 

306 

1931 

338 

1941 

389 
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CHAPTER VII 
AGRICULTURE 

Introduction 

Agriculture has always been the primary industry of India 
even from early days liie proportion of population dependent 
on agriculture has risen from about 65 per cent in 1872 to 75 
per cent in 1940 Nine-tenths of the teeming population of the 
country still continue to live under rural conditions, and even 
the factory labour of the towns as well as the commercial classes 
continue to retain their connection with the villages from which 
they have migrated But whilst the predominantly agricultural 
character of Indian economic organisation is a matter of common 
observation, there has not been an equally common recognition 
of the vastness and variety of our agricultural production and 
our agricultural resources. This country has always occupied 
an important position in the world amongst producers of primary 
products, both in the shape of food crops and raw materials 
It IS a position which has not been usually recognised, partly 
because of the general ignorance and indifference in the West to 
Eastern regions, and partly because the inferior status of the 
country as a dependency has overshadowed the relative signifi¬ 
cance of the volume of production inside the country The 
agricultural production of India was directed during the last 
hundred years towards securmg an exportable surplus of raw 
materials to meet India’s obligations resultmg from her connec¬ 
tion with Great Britain and not to meet her own requirements 
From the point of view of existing conditions, India today 
has all the total area of the world that is under jute crop, one- 
half of the world area under rice and one-third under cotton as 
will be seen from the following table — 

Area under certain crops in India as compared with the world total 
(1940)^ 

In Millions ofHectares 
Total area Area in India 

of all Actual Percentage of 


Jute 

countries 

127 

126 

99 2 

Rice 

60 00 

29 2 

48 6 

Cotton 

313 

9 26 

29 4 

Linseed 

7 8® 

1 V 

14 1 

Wheat 

102 6 

13 76 

13 4 

Barley 

38 6 

26 

68 


In production of some of the staple agricultural commodities 
we find that India produces about 52 per cent of the world's total 

* League of Nations Statistical Year Book. 1941 
‘Figures lor 1936 
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production of groundnuts, 98 per cent of the total production of 
jute and 45 per cent of rice. 

It was the outbreak of the war in 1939 that brought with it 
a clearer recognition of the importance of India and its possibili¬ 
ties in the shape of its agricultural resources But, however 
hopeful we may grow at the prospect of the increasing recogni¬ 
tion of our agricultural potentialities, we would do well to keep 
in mind a few considerations bearing on the larger and long-run 
welfare of our country In the first place, our primary problem 
is that of ad 3 usting our food resources to the growing population 
of our country Under a competitive system, the prospects of 
expanding our land resources by bringing uncultivated land 
under cultivation are very limited In the second place, it is 
not to the larger interest of this country to accept a scheme like 
that to which the Eastern Group Conference would commit us, 
resulting in the exploitation of our agricultural resources in the 
interests of the Empire Such a scheme would have meant agricul¬ 
tural expansion in a wrong direction It also implied that India 
devoted its attention only to agricultural developments, and 
meant the perpetuation of a system in which this country would 
have to play the part of exporter of agricultural products m 
return for the imports of manufactures and machinery If the 
price India had to pay for such limited agricultural expansion 
was the abandonment of a programme of developing the heavy 
industries, we doubt if it was worth paying 

The future agricultural expansion of India must in the 
mam be directed to the satisfaction of the internal needs of the 
country in the shape of food and other primary products It 
must also be determined by the consideration of the problem of 
suplying such raw products as may be consumed by our indus¬ 
tries The large scale, for example, on which we are raising oil 
seeds of all kinds suggest vast possibilties of using them in the 
building up of new industries like paints and varnishes, oils and 
dyes for internal consumption If these results are to be achieved 
we need, not the private enterprise on a profit-making basis such 
as has marked the growth of economic life in the West, and 
which has led to economic chaos, but a corporate planning of 
our national life involving the adjustment of our production to 
our needs 

When a Viceroy of India as early as 1869 observed that the 
duties which in England are performed by a good landlord have 
in India mainly to be discharged by the government which alone 
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can command the requisite capital and knowledge, he could not 
have anticipated the acuteness of the agricultural problem, as it 
faces the country today with its vastly larger population and 
greater poverty It was a strikmg recognition, however, of the 
principle which should underlie all attempts at dealing with 
the agricultural situation in India—the principle, namely, that 
only the state with all the resources at its command can organise 
and plan the future utilisation of our agricultural resources. 

The principal uses to which the land of any country might 
be put include cultivation, forests and grazing land. There has 
also to be taken into account land used for residential purposes 
m towns and for industrial and mming purposes The problem 
of land utilisation has only recently attracted attention in civilis¬ 
ed countries. The National Conference on Land Utilisation held 
in the U S A in 1931 called attention to the need for an inventory 
of the nation's soils classified on the basis of their agricultural 
value and for a programme of soil conservation whereby damage 
from erosion, destruction of organic matter, overgrazing and 
flooding might be reduced to a minimum. Out of this Confer¬ 
ence there were appointed a National Land Use Planning Com¬ 
mission and a National Advisory Commission on Land Use. 
When we contrast with this large-scale planning of land 
utilisation the agricultural scientific services set up in India under 
the direction of the Imperial Council of Agricultural Research, 
whose activities are manacled by a rule which makes it refrain 
from interfermg in departmented affairs, we ask ourselves as to 
how many years will be required to deal with the entire problem 
of this vast continent 


Distribution of Land 

The following table will indicate the position and compara¬ 
tive changes in the land resources of British India over the last 
40 years. 


Distribution of Land In British India in millions of acres^ 


Classification 
of land 

1900-1 

1910-11 

Years 

1920-21 

1930-31 

1940-41 

Per¬ 
cent for 
1942-43* 

Forests 

55 

62 

66 

67 

68 

68 

Not available for 
cultivation 

82 

104 

98 

94 

87 

90 

Cultivable waste 

81 

89 

90 

94 

98 

91> 

Current fallow 

40 

42 

56 

46 

45 

45 

Net area sown 

186 

210 

197 

211 

214 

215 

Ibtal area 

444 

507 

507 

512 

512 

513 


iProf C N. Vakil gives us the following figures seoaratelv for Pakistan anit 
the Indian Union based on the figures for 1938-39 We reproduce below the 


(Footnote continued on next page) 
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When we look at the distribution of our land resources, wc 
find that the forests occupy about 13 3 per cent of the total area 
of British India, whilst 17 per cent roughly is classified as land 
not available for cultivation We have already indicated the 
importance of preserving our forest land and preventmg it from 
further depletion We shall later on refer to the desirability 
and importance of retaining the closest possible relationship 
between the agricultural and forest departments. What we 
would notice here is the consideration of the possibility of 
convertmg a portion of the vast area classed as not available 
for cultivation into forest land In the USA the area of forest 
land is about the same as that of farm land, and yet the Research 
Commission on Social Plans appointed by the President in 1929 
looked with favour on the further development of forest land, 
by the conversion of low grade agricultural land into forests 
owned by public agencies A commission was appointed in 
1940 m Bengal to report on the possibility of reserving forests 
in the Province. In a country, where 17 per cent of the total 
land is marked as not available for cultivation, and another 19 
per cent as culturable waste making a total of nearly 190 million 
acres, there is obviously ample scope for laying down a carefully 
planned land utilisation policy, with a view to convertmg by 
afforestation some parts of these immense land resources into 
fuel and fodder reserves admimstered by the Forest Depart¬ 
ment It is true that this whole land may not be fit for affore¬ 
station, but if trees of different kinds, suitable to different soils 
are selected, a large portion of these lands can be afforested 
With an agricultural population of 300,000,000 cultivating un¬ 
economic holdings, burnmg manures which should go into the 
land as fuel, with cattle lackmg proper grazing facilities, we 
need a forest department which, apart from growing timber, 
should provide facilities to the agricultural community m the 
shape of wood for implements, firewood, leaves and grazing for 


in percentages, : 
our text 
Area 


the actual figures do not seem to tally with those supplied In 

mlr Total 


78 


3 S 


100 


Not available lor cultivation 85 24 8 3 

The percentages have been calculated from the figures supplied (op clt p 12) 

3 There are the latest figures available (Agricultural Sstatistlcs of British India, 
1946 Provisional) 

*In a separate column a total of 9S million acres are shown as representing 
definitely cultural areas The ways of government like the ways of God are 
mdeed mysterious! 
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cattle Such a policy would be one of giving, and not a policy 
of taking away from the villagers, such opportunities as are 
indispensable for a healthy rural development ^ 

Even as long ago as 1890, a resolution of the Madras 
Government referred to the necessity of correcting the idea “that 
as soon as the forest is reserved, cattle and men are to be excluded, 
and it is to be worked for the profit of Government rather than 
for the benefit of the people It cannot be too strongly affirmed 
that the chief object of the reserve forests throughout the greater 
part of the country is the provision of pasture, small timber, fuel, 
and leaves for manure and litter” A subsequent resolution 
issued by the Government of India m 1894 laid down the principle 
that “the sole object with which the state forests are administered 
is the public benefit ” The Government of India also stated in 
the Resolution that minor forests and pastures and grazing 
grounds must be managed in the general interests of the popula¬ 
tion of the tract Forty years later, the Agricultural Report 
gave us figures of the percentage of livestock grazing in forests 
to the total number as below — 

Bombay 
C.P. and Berar 
Madras 
Punjab 
U.P 


13.4 per cent. 
25.7 • 

5.9 ” 

13.0 ” 

2.6 ’ 


If one carefully peruses the chapter on Forests m the Agri¬ 
cultural Commission’s Report, one feels that it is obsessed by 
the idea that the supplies offered by the Forests Department 
in the shape of fodder for cattle or fuel wood for the cultivator 
are to be determined, not by considerations of welfare of the 
classes, but by questions of cost of transport and “economies of 
the supply of fuel ” Even after fifty years of the public an¬ 
nouncement of the Government of India’s forest policy, the 
Forest Department finds it difficult to get over the businessman’s 
attitude that forests are not made for men, but men for forest 
finance. Sir John Russell’s report on the work of the Imperial 
Council of Agricultural Research published in 1937 refers to the 
future possibility of extensive planting of the ‘cultivable waste,’ 


^ Cf Monograph on France in "European Conference on Rural Life,’ Geneva 1939 
p 36 Referring to the long term value of reafforestation in France, the report says 
that such a policy would result (1) in yieldmg a valuable crop of timber, (2) In 
offering work to the agricultural population, in periodical thinning out. cutting, failing 
and carting. (3) in reducing the cost of various kinds of wood which the cultivators 
repairing timber work and agricultural implements, (4) establishing 
factories, paper mills, saw mills, etc, and (5) in the making of roads ensuring easier 
conun^ca^n between scattered villages Above all in the case of India, in afford¬ 
ing cheap fuel wood and restoring the use of cowdung as manure, reafforestation 
assumes even greater Importance ’ 
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and the desirability of studying the fodder trees more fully so 
as to know which to choose for the plantations.^ The wheels of 
Government grind slow, but will they grind exceeding small? 

Current Follow 

There can be no better evidence of the present backwardness 
of agricultural production in India than the fact that 45 million 
acres of land out of a total 512 million acres or roughly about 9 
per cent is returned in agiicultural statistics as current fallow. 
In early days, when sciences connected with the chemistry and 
biology of the soil constituents were not yet developed, the 
empirical wisdom derived from practical agriculture had made 
farmers realise that the fertility of the soil could be conserved 
not only by allowing rest to the soil, but by the introduction of 
new crops and by intelligent crop rotation In the West today, 
the fallow has been replaced by intertilled row crops such as 
corn, potatoes and roo+s In dry farming lands a hay crop has 
been found to maintain the fertility of the soil Alfalfa, for 
example, is becoming an important crop in the Central plams of 
North America wheie it is grown m rows for seed production. 
A subsistence type of production naturally involves a wastage 
of our productive resources, by compelling the farmer to grow 
food on all kinds of soils as a mode of living, and to attempt to 
conserve the fertility of the soil by the practice of fallowing 

The Distribution of Land under Cultivation 


The gross area cultivated with crops in 1940-41 was 
247,983,579 acres distributed as below — 



Acres 

Per cent 

Total food crops 

198,445,685 

80 

Food grains 

187,147,765 

75.52 

Sugar 

4,561,977 

1.8 

Condiments and Spices 

1,533,827 

0.6 

Fruits and Vegetables including root crops 

3,936,214 

1.6 

Miscellaneous food crops 

1,265,902 

05 

Total non-food crops 

49,537,894 

20 

Fibres 

19,209,797 

7.73 

Oil seeds 

16,700,487 

6.7 

Drugs and Narcotics 

2,169,004 

0.9 

Fodder crops 

10,465,985 

4.2 

Dyes and Tanning materials 

83,115 

0.1 

Miscellaneous non-food crops 

909,506 

04 

Total Food Crops 

198,445,685 

80 

Total Non-food Crops 

49,537,894 

20 

Total area cropped 

247,983,579 

1004 

^Sir John Russell, Report on the Work of the Imperial Council 

of Agricultural 


Research, 1937, p 48 

*The provisional iigures for 1942-43 show an addition of 10 million acres 
*The provisional figures for 1942-43 show a total of 16 million acres. 
«The provisional figure sfor 1942-43 are 253 million acres 
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These figures relate only to British India Information with 
regard to conditions in the Indian States is not very reliable; 
statistics about Indian States are very incomplete But one 
can safely state that agriculture in most of the Indian States is 
not in any way better when compared with conditions existmg 
in British India The States that supply information to the 
Government of India’s Statistical Department number only 66 
comprising about 56 per cent of the total area 

If we compare the percentage of the distribution of cultivated 
land in British India in three typical periods namely, (1) imme¬ 
diately before the outbreak of the first World War, (2) 1927-28, 
the period before the beginning of the great depression, and (3) 
1940-41 for which figures are available, the results may be exhi¬ 
bited as bellow — 

Percentage of cuHlvated area in British India 
Crops 1913-14 1927-28 1940-41 


Food grains 

77 7 

76.9 

75.5 

Sugar 

12 

1.3 

1.8 

Condiments and Spices 

0.5 

1.6 

0.6 

Fruits and Vegetables 

2.0 

0.6 

16 

Miscellaneous food crops 

05 

0.5 

0.5 

Total Food crops 

819 

80.9 

80 

Fibres 

85 

7.8 

77 

Oil seeds 

57 

6.1 

6.7 

Drugs and Narcotics 

0.8 

0.9 

0.9 

Fodder Crops 

2.5 

38 

4.2 

Dyes and Tanning materials 

0.2 

0.2 

01 

Miscellaneous non-food crops 

0.4 

03 

0.4 

Total Non-Food crops 

18.1 

19.1 

20 


If these figures can be relied upon, they tell us that during the 
last thirty years there has been a trend towards the conversion of 
land imder foodgrains into land under fodder crops, in other 
words, land that was hitherto used for the growth of food crops 
IS now bemg considered too poor, and can only be used for grazing 
cattle. If this were all, the situation might not be so alarming, 
but it is positively serious, when we take the area under food crops 
for the same periods, and compare it with the area under non¬ 
food crops, and more specially the area under commercial crops 
like cotton and jute 

Area in millions of acres 


Year 

Under food Under non- 

Under cotton 


crops 

food crops 

and jute 

1913-14 

190 

42 

19 

1927-28 

192 

45 

18 

1939-40 

197 

47 

25 

1940-41 

198 

50 

29 

Index numbers showing increase in area 

with 1913-14 aa 

1 base year 

1013-14 

100 

100 

100 

1927-28 

101 

107 

95 

1929-40 

104 

112 

182 

1940-41 

104 

119 

158 
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These tables would indicate that whilst the acreage under 
food produce has increased by four per cent in the last thirty 
years, the acreage under cotton and jute has increased by 53 per 
cent And when the war cut off our supplies of nee from Burma, 
our ministers made a pathetic appeal to the cultivators to substi¬ 
tute food crops on the land hitherto brought under commercial 
crops like jute and cotton 

In 1937, Sir John Russell observed “The areas under cotton, 
sugarcane and wheat have risen, corresponding with the increased 
area under irrigation, and the increase has kept pace with the 
increase in population On the other hand, the acreage under 
food crops shows much less rise, and, if the figures can be 
accepted, the acreage per head of population has actually fallen 
We can see in this agricultural trend the outcome of the absence 
of a national policy The entry of India into the international 
market under British Rule naturally led to changes m agricul¬ 
tural production which gave an incentive to the cultivation of 
cash crops in preference to food crops This trend in the direction 
of cash crops was further emphasised by the interest of Govern¬ 
ment departments of Agricultural Research and experimental 
farms in improving the quality and introducing new varieties 
of cash crops No attempt was made to arrest the unhealthy 
trend till recently when the stress of the war revealed our very 
precarious food position 

Agricultural Production- 
Sice 

Rice IS the staple food of the Indian population and one of 
the important products of India The acreage under rice and the 
production figures show the following variations during the last 
thirty years — 


Yeai 

Rice (in millions) 

Area (acres) Production (tons) 

1913-14 

66 4 

24.8 

1928-29 

68.2 

26.5 

1929-30—1933-4 (average) 

67 4 

26.1 

1934-35—1938-9 (average) 

68.5 

26.5 

1940-41 

68 8 

21.0 

1941-42 

69.6 

24 3 

1942-43 

70.4 

23.0 

It Will be noticed that whilst the acreage increased in these 

thirty years from 66 4 million 

acres to 70.4 the 

production 


ataxies regarding crops given in the last edition were by inadvertenea 
based on all-India figures We are now giving statistics for British Bidia only 
baaed on Dr Bums’ Report on Technological Possibilities of Agricultural Develop¬ 
ment in India 1944 
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declined from 24 8 million tons to 23 million tons. The provinces 
in which the growth of rice crop forms an important item are 
Bengal, Bombay, Bihar, Orissa and Madras. The sowing opera¬ 
tions extend from May to August and the crop is harvested in 
December and January Each province consumes the greater 
part of its own production Bengal and South India export a 
part of their production and used to import low grade rice from 
Burma On the whole, India consumes more rice than she pro¬ 
duces Most of the imports of rice used to come from Burma 
Thus in 1939-40 rice imports from Burma amounted to 2% 
million tons 

The great rice producing countries in the world are India, 
Burma, China, Japan and Thailand, but amongst these India takes 
the front rank In 1940-41, India’s production amounted to 
333,000,000 quintals, as compared with 81,000,000 of Burma, 
112,000,000 of Japan and about 50,000,000 of Thailand The fol¬ 
lowing table compiled from the League of Nations Annual 
throws further light on the question of rice production 
Variations in aorcasc and production of rice m India 


Average 

Area under 
rice Hectares 

Index 

Production 
in quintals 

Index 


(000) 

Number 

(000,000) 

Number 

1926-30 

32,700 

100 

463 

100 

1931-35 

33,700 

103 

480 

103.7 

1938-39 

29,500 

90 

365 

78.8 

1939-40 

30,000 

91.7 

393 

84.9 

1940-41 

29,200 

89.3 

333 

719 


Taking even such a short range period as 1926-1941, it 
appears that whilst the acreage under rice declined by 12 per 
cent, the production declined by 28 per cent 

Rice is the staple food of the population, 67,000,000 acres out 
of a total of 186,000,000 acres devoted to food crops are covered 
by rice And yet while wheat and cotton have received and 
contmue to receive attention from the Agricultural Department 
and Research Institutions, rice has hitherto been neglected. Sir 
John Russell refers to investigations undertaken of late on the 
quality of rice He observes that the term “quality” is ambi¬ 
guous. It may mean market quality, which is really commer¬ 
cial desirability It may also mean nutritive quality, which 
relates to value as a human food The most important proper¬ 
ties are those associated with the nutrifive value of rice. He 
recommends that chemical investigation on the quality of nee 
be carried out by nutrition experts, and either “brought within 
their ambit or discontinued.” As regards the declining yield per 
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acre of the rice crop, the Council of Agricultural Research is 
advised by Sir John Russell to arrange for sample surveys “in 
order to obtain definite information on the matter 

There has been a steady fall m the price of rice since 1927. 
There has been competition from Thailand and Indo-China, and 
cessation of exports to Japan and China The gradual loss of 
purchasing power due to fall m prices of other agricultural 
products may also be one of the factors that contributed to the 
fall 

Wheat 

Wheat IS second to rice in importance as a food crop in India 
It is grown in the Punjab, U P , Bombay, C P , and Sind India 
IS the third largest producer of wheat in the world, after USA 
and Canada Nearly the entire output of wheat is consumed 
m the country Our exports durmg the post-war years have 
been small In fact, not long ago we imported wheat in fairly 
large quantities from Australia There has been, however, a 
slight revival of exports since 1936-37 The acreage under wheat 
and production show the following variations during the last 
30 years — 

Wheat (in millions) 

Year Area (acres) Production (tons) 

1913-14 22 7 7 1 

1929-30—1933-4 (average) 25 4 7 8 

1940- 41 26 4 8 1 

1941- 42 261 8 2 

1942- 43 25 9 9 0 

The League of Nations Annual gives us the following figures 
concerning the area and production of wheat — 



Area in 

Index 

Produc¬ 

Index 

Year 

(000 hec¬ 
tares) 

No 

tion 

(000,000 

quintals) 

No. 

1925-9 (average) 
1930-4 ( ” ) 

12,700 

13,600 

100 

87 

100 

107 

97 

111 

1939-40 

14,300 

113 

101 

116 

1940-41 

13,700 

108 

109 

125: 

1941-42 

14,100 

111 

101 

116 


These figures would show that even in wheat production 
there has not been any remarkable improvement in methods 
over these last 17 years 

^Op Git p 24 

®A comparison of the two tables that we have abstracted, one from Dr Bums 
wport and the other from the League of Nations Year Book shows a remarkable 
wBcrepancy In the figures with regard to the area under cultivation In 1940-41 
^ conmared with 1941-42. Dr Blums' Report shows a fall in area In the second 
SSw whereas the league of Nations annual shows an Increase In area under wheat 
“eth these tables are based, upon official statistics supplied by the Government 
(Continued neart pope) 
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MiUets 

There are different varieties ol millets, the principal bemg 
jowar grown in the North and the Central Provinces, as well as 
in the South, and bajra cultivated both in Northern and Southern 
India Both these are sources of food and fodder, the gram 
being utilised as human food, while the cattle get the stalks 
and the leaves The acreage under jowar and bajra is about 
22 and 14 million acres respectively The annual production of 
jowar varies between 4 and 6 million tons per year, that of 
bajra between 2 and 2 8 million tons 
Barley 

The acreage under barley in 1939-40 was 6 1 millions acres, 
as compared with 6.7 million acres in 1930-31 It is chiefly 
grown in the United Provinces and Bihar The exports of 
barley are negligible, as the crop has to satisfy a large internal 
demand Barley along with bajra and jowar is the poor man’s 
food in India The production varies between 2 and 3 5 million 
tons. It IS said to be richer than rice and millets in protein 
and fat 
Maize 

Maize IS widely grown in Bihar, in the United Provinces, the 
Punjab and the NWF Province This crop is mainly con¬ 
sumed by men and cattle In the USA about 75 per cent of 
the crop is consumed by hogs and horses, whilst in India the 
same amount forms the food of human beings, the leaves and 
stalks being given over to the animals The acreage varies 
between 5 and 6 mihon acres and the production between 1 and 
2.6 million tons The total production of maize m 1939-40 was 
2 1 million tons The United Provinces produced 836,000 tons, 
Bihar 441,000 tons and Punjab 405,000 tons 
Pulses 

Pulses form an important part of the food resources of the 
people They are valuable from the point of view of nutrition, 
the pulses help to balance the diet, as they supply the protein 
which IS lacking in rice Sir John Russell in his report confesses 

ot India Either the statistics are unreliable or those who furnish them are liable 
to error 

Prof C N Vakil gives us the following figures on the basis of 1939-40 statistics 
with regard to the relative distribution of acreage and yield of wheat and rice as 
between Indian Union and Pakistan 

Area and yield of wheat and rice 
, Area (million acres) 1939-40 Yield (million tons) 

Wheat Rice Wheat Rice 

tmllan Union 18 1 91 1 9 1 16 9 

W Pakistan 8 7 1 7 8.8 0.7 

X. Pakistan negligible 16 9 negligible 9.7 

Total Pakistan 87 18 6 88 64 
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that neither the Department nor the Council has any schemes 
ior studying the pulses, and expresses a pious wish that m view 
of their importance as sources of protein “a conference should 
be held with the nutrition experts to discover whether more 
(research’) work could usefully be done, and, if so, on what 
lines” The pulses, moreover, fertilise the land and supply the 
organic matter which the soil requires They form an important 
rotation crop, as they absorb nitrogen from the air and contribute 
to the restoration of what the soil may lose through other crops. 
At an experimental station in India it has been shown that the 
effect of a gram crop was enough to remove all differences 
between manunal treatment given to the succeeding gram crop 
The cultivation of pulses requires less rainfall than the cultiva¬ 
tion of rice and both the seeds and stem constitute good cattle 
fodder There is very little export trade in pulses, the whole 
of the yield being consumed mtemally 

The following table shows the acreage and yield of gram 
during recent years 


Gram (in millions) 


Year 

Area (acres) 

Yield 

1917-18 

16 6 

45 

1939-40 

117 

3 1 

1940-41 

12 7 

32 

1941-42 

12 7 

32 

1942-43 (Provisional) 

15 



Jute 


We have in this country a monopoly for the production of 
jute as a commercial crop Bengal produces over 90 per cent of 
Ihe total yield, the rest being grown in Bihar, Orissa and Assam 
It IS not merely important as a commercial product, the econo¬ 
mic life of Bengal is largely determmed by the growth of jute 
The total acreage under jute is only about ten per cent of the 
cropped area of Bengal, whilst rice covers 72.5 per cent. Its 
importance arises from the fact that jute and jute manufactures 
constitute about 50 per cent of the total value of exports from 
Bengal, and 25 per cent of the total value of exports from the 
whole of British India The market value of jute crop per acre 
appears m the following comparative table based upon average 
figures for ten years (1904-13) of production in British India *—^ 
Ares in acres Market valve of 

(on OOO's) Yield in tons produce per 
aorelnmpees 
24,000,000 54.6 

8,750,000 313 

8,300,OOO(bales) 128 8 


Rice 

Wheat 

Jute 


69,000 

28,000 

3,114 
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The following table indicates the variations in acreage and 


production of jute during 30 years*— 



Jnte (in millions) 


Year 

Area (acres) 

Production (tons) 

1934-35—1938-39 (average) 

26 

14 

1940-41 

43 

18 

1941-42 

21 

10 

1942-43 

33 

16 

The cultivation of jute in 

Bengal was not adjusted to world 


requirements from time to time, with the result that m 1930-34— 
the period of depression—the annual value of the crop fell from 
44 crores of rupees in 1919-29 to 15 crores in 1930-34. A Jute 
Enquiry Committee was appointed, and the Bengal Government 
decided to launch a campaign for the voluntary restriction of the 
acreage under ]ute in 1935 These measures, whatever then 
influence, were followed m 1939-40 by the declaration of war 
and a phenomenal demand for ]ute and jute products The 
fluctuations m the jute market led to the fixing of minimum and 
maximum prices in May, 1940, by an ordinance of the Bengal 
Government It was later on decided to adopt drastic restriction 
of the jute crop by a reduction in the hours of work in the mills 
and restriction in acreage It may also be noticed that in 1936, 
an Indian Central Jute Committee was appointed with a Govern¬ 
ment grant of Rs 5 lakhs per year for carrying on experiments 
and research and collection of accurate statistics 

Cotton 

India stands next to the USA in the world production of 
cotton Besides supplying the raw material for our textile in¬ 
dustry, cotton plays a considerable part m our export trade More 
than 50 per cent of the total production used to be exported in 
normal times before the war, Japan being our chief customer 
About 40 per cent of our total production is absorbed by the 
mills and the rest by our cottage industries in spinning and 
weaving The production is distributed over all parts of the 
country, and it is a feeder for the hand industry, which plays 
even in our own time a large part as a subsidiary occupation of 
the rural population in the economic life of the country. In the 
foreign markets apart from Japan, we had no substantial cus¬ 
tomers, partly due to the inferior quality of the cotton, and partly 
due to our inability to compete with our relatively higher cost of 
production. The Imperial Council of Agricultural Research and 
the Indian Central Cotton Committee have been busy with the 
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Vital problem of improving the methods of cultivation and the 
quality of production. The following figures indicate variations 
in production in recent years — 


Year 


Cotton (British India) 

Area Production 

(million acres) (thousand tons 


1913-14 

1928- 29 

1929- 30—1933-34 (average) 

1940- 41 

1941- 42 

1942- 43 


15 5 

602 

16 2 

672 

14 2 

352 

14 1 

710 

14 8 

748 

110 

5441 


The following table illustrates the trend of our export 
trade in cotton before the effects of the war made themselves 
felt — 



Bales of Value in 


Bales of Value in 

Year 

400 lbs 
(OOO’s 

lakhs of 
rupees 

Years 

400 lbs 
(OOO’s) 

lakhs of 
rupees 

Pre-wai average 

2,407 

33.28 

1937-38 

2,732 

23,89= 

1932-33 

2,043 

34,95 

1938-.19 

2,700 

— 

1934-35 

3,490 

44,41 

1939-40 

2,948 

30,11 

1936-37 

Sugarcane 

4,268 

23,86 

1940-41 

2,188 

23,56 


The cultivation of sugarcane has made enormous progiess 
in recent years, as the result of the protection afforded to the 
sugar industry The UP is the largest producer of sugarcane, 
her share averaging 53 to 54 per cent of the total production 
The Imperial Council of Agricultural Research must be credited 
with having done good work for the development and growth 
of improved varieties of cane Whilst the Java factories cultivate 
sugarcane around their factories with modern appliances, the 
factories in India are dependent for their supply of cane on a 
large number of cultivators There are great potentialities of 
the development of the industry with the standardisation of cane 
and the mtroduction of improved methods of cultivation There 
have been attempts in Bengal, U P, Bihar and Madras for re¬ 
gulating the purchase of cane and fixing basic prices The 
total of Government grants to the Imperial Council for expendi¬ 
ture on sugar research amounts to Rs 35 lakhs and more 

^The sudden fall In acreage and production m 1942-43 was due to the fact that 
the Eastern markets were closed as a result of the entry of Japan into the War The 
Indian Cotton Committee pleaded for a reduction in acreage and this was supple¬ 
mented by the efforts of Government in the direction of the Grow-More-Food 
campaign It we look however at the all-India figures of acreage under cotton in 
1943-44, we And that there has been a remarkable increase by over a million acres 
mostly in Indian States 

’Indian Finance Annual, p 113 
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The development of the industry in India may be indicated 
by the following comparative table of production:—^ 

Production of Cane by Principal Countries 
(m thousands of quintals) 

1925-26 1931-32 1933-34 1935-36 1937-38 1939-40 1940-411941-42 
India 18,100 24,200 29,800 36,000 32,900 33,600 35,300 24,000 

Cuba 46,900 24,900 22,100 24,700 28,900 20,700 23,300 31,800 

Java 19,400 25,600 13,700 5,700 13,700 12,200 17,600 13,700 

In these fifteen years, India has emerged from being the 
third in rank for the world production of sugarcane to the first 
rank 

The following table shows the growth in acreage and pro¬ 
duction of sugarcane in British India during the last 30 years — 



Area 

Production 

Year 

(millions of acres) 

(millions of tons) 

1913-14 

25 

23 

1934-35—1938-39 (average) 

36 

50 

1940-41 

44 

54 

1941-42 

33 

40 

1942-43 

34 

54 


Tobacco 

Tobacco ranks high in importance among the numerous 
agricultural products India is the third largest tobacco produc¬ 
ing country in the world after USA and China The following 
table shows India’s comparative position with regard to acreage 
and production of tobacco’— 


Year 


India 

U.S.A. 

China 


Lbs m 

Acres in 

Lbs in 

Acres in 

Lbs in 


OOO’s 

OOO’s 

OOO’s 

OOO’s 

OOO’s 

1934-35 

1,191,680 

1,308 

1,297,155 

1,437 

1,389,938 

1935-36 

1,093,120 

1,253 

1,155,328 

1.438 

1,394,008 

1936-37 

1,111,040 

1,183 

1,562,886 

l,751not available 

1937-38 

1,131,200 

1,288 

1,375,823 

1,599 


1938-39 

1,093,120 

1,290 

1,874,407 

2,005 



The chief centres of the tobacco crop are m Bengal, Madras, 
Bombay, Bihar, the U P. and the Punjab The export trade has 
increased in recent years The United Kmgdom and China are 
our chief customers In 1936-37, the total exports of tobacco 
were 34,832,000 lbs out of which about two-thirds went to the 
United Kingdom. In 1937-38, out of the total exports of 
42,500,000, half went to the United Kingdom 

In spite of large output and substantial exports, the imports 
into India of tobacco are 'of greater value than the exports. In 
1940, India purchased nearly 5% million pounds of tobacco leaf 
valued at two million dollars as compared with 3 8 million 

1 league of Nations Statistical Year Books 
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pounds of leaf worth 1 8 million dollars in 1933 The U S.A. 
leaf IS imported to blend it with Indian tobacco for the manufac¬ 
ture of cigarettes 

The tobacco industry m India is not yet well-developed. In 
1937, there were only about 300 tobacco factories employing 
11,000 workers But there are thousands of small establishments 
spread all over the country manufacturing “beedies,” the native 
cigarettes which are hand-made It is estimated that the daily 
output of “beedics” amounts to 40 million in the numerous fac¬ 
tories in the Jubbulpore and Bhandara districts of the C.P. 
employing thousands of people These are exported to all parts 
of India There is ample scope for improvement in the quality 
of Indian tobacco and along with it in the tobacco industry m 
India as well as in the export trade’ 


Tea 

Among plantation crops in India, tea is the most important. 
The indigenous plant was first discovered in Assam in 1820. The 
Assam Company was the first tea concern transferred to the 
company by the East India Company who worked it for 5 years. 
The following table shows the growth of the industry — 


Years 


Area in Production 
000 acres in million 


Year Area in Production 
000 acres in million 


1900-04 (average) 523 201 
1905-09 539 242 
1910-14 591 290 
1915-19 662 374 


1920-24 709 336 
1925-29 757 397 
1930-34 813 300 
1935-39 833 425 


The year 1932-33 was one of the worst for the tea industry 
In adition to the world-wide depression, there was considerable 
over-production, with the result that producers of tea all over 
the world were faced with declming prices and accumulation of 
stocks To check over-^production, a bill was passed in the 
Legislative Assembly in 1933, restricting production and limiting 
export The export quota which was fixed at 82% per cent of 
the standard exports rose to 92% per cent in 1938-39 Due to 
accumulation of stocks, the quota for the following year was 
fixed at 90 per cent The outbreak of war gave rise to new con¬ 
ditions In the United Kingdom, the entire tea trade passed 
under the control of Government A tea controller for India 
was appointed to adnunister the emergency scheme There was 
a strong demand for practically all kmds of tea and the export 

» The Foreign Commerce Weekly, December 12. 1943 
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quota was raised to 95 per c«it m October, 1939 The Interna¬ 
tional Tea Committee reduced the quota for 1940-41 to 90 per 
cent for all participating countries The following table shows 
the position as regards the export of tea by sea from India — 


Year 

1927-31 (average) 
1932-36 
1937-40 
1940-41 


Amount exported 
in million lbs 
361 
335 
.128 
349 


Value in lakhs of 
rupees 
2754 
1928 
2345 
3775 


A considerable quantity of Indian tea imported into the 
United Kmgdom is normally re-exported to other foreign coun¬ 
tries. The following table shows the percentages of exports ot 
tea from India to different parts of the world by sea — 


Countries 

1938-39 

1939-40 

United Kingdom 

87 3 

80 6 

Rest of Europe 

1 6 

1 1 

Asia 

34 

49 

America 

69 

114 

Australia 

05 

12 

Africa 

03 

08 

The price of tea at auction sales was 

SIX annas per pound 


in the period between 1901-11 It rose to fifteen annas per pound 
in 1927-28, fell to five annas in 1932-33. rose to ten annas in 1936- 
37 and was eleven annas for teas sold with export rights ’ 


Coffee 

Coffee cultivation is confined to the Indian States of Mysore, 
Travancore and Cochin and in British India to Coorg and parts 
of Madras Province Mysore accounts for 53 per cent of the 
total acreage During the last twenty years, the acreage and pro¬ 
duction of coffee in India have rapidly increased from 126,000 
acres to 190,000 acres and the production from 20 to 40,000,000 lbs 
India, however, is not one of the big producers of coffee in the 
world, when compared with Brazil In 1939-40, out of a total 
world production of 22,000,000 quintals, Brazil contributed 
13,000,000 and Java 1,400,000, whilst India’s share was 150,000 
quintals The fall in prices m the depression period affected the 
coffee plantations seriously, as the internal consumption does not 
absorb the entire crop, and the producers were compelled to seek 
Government help The Indian Coffee Cess Act, 1935 provided 
for the creation of a fund, and for the levying of a duty of eight 
annas per cwt. on all coffee exported to any place beyond the 
limits of British India The proceeds were to be spent by a 

1 Indian Year Book. 1942-43. pp 708-9 
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Committee tow 2 irds the promotion of cultivation, manufacture 
and sale of Indian coffee. As an article of export coffee plays a 
substantial part. The exports amount to a crore of rupees per 
year, and constitute half the total production 

A scheme for the control of the coffee mdustry to secure a 
fair price for the grower was brought into operation m December, 
1940, by the Coffee Market Expansion Ordmance. The following 
table gives the figures for the production and exports of 
coffee —1 



(In thousands of cwts.) 


12 months ending 
30th June 

Production 

Export 

Surplus available 
for home con¬ 
sumption 

1931 

294 4 

208 4 

86 0 

1935 

292 6 

147 5 

145.1 

1939 

358 1 

206 7 

1514 

1940 

310 9 

118 9 

192 0 

1941 

Rubber 

280 7 

48 7 

232 0 


Rubber is a comparatively recent development Half a cen¬ 
tury ago, it was a negligible commodity Before the war of 
1914-19, it was a precious commodity quoted at 12sh. 9d per lb. 
The plantation industry was m its infancy The total output of 
plantation rubber in 1904 was about fifty tons Today it occupies 
a pre-eminent place as an article of international commerce, 
and is used in a variety of industries all over the world The 
production of rubber today exceeds a million metric tons It 
was 1,400,000 metric tons in 1940 India’s production has varied 
from 10,000 in 1931 to 12,000 in 1940 In recent times attempts 
have been made by some countries to produce synthetic rubber 
It has been estimated that its production was about 50,000 tons 
m U S.S R , 20,000 tons m Germany and 3,000 tons in U S A , in 
1939. The USA have increased synthetic rubber production 
to about 12,000 tons in 1941 Durmg the last seven years there 
has been tremendous progress m the production of si 5 rnthetic 
rubber, mainly due to its importance for war purposes 

Linseed 

Linseed has played an important part in India’s export. It 
is one of those crops whose development was determined by the 
export market, though it has also been accompanied by consider¬ 
able internal consumption. The following table is obtained from 
the League of Nations Annual*— 

1 Indian Year Book, 1943-44, p 705 
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Production in Thousands of quintals 

1931 1932 1935 1938 1939 

1940 

1941 

Argentine 

22,624 

15,750 

15,100 

14,100 

10,144 

15,200 

16,000 

U.SA 

2,986 

2,924 

3,688 

2,071 

5,119 

7,845 

8,201 

India 

.3,831 

4,226 

4,267 

4,684 

4,491 

4,735 

4,410 

USSR 

8,400 

8,000 

7,400 

7,500 

— 

— 

— 

Total World 
Production 

41,600 

33,300 

34,300 

32,400 

24,500' 

31,600 

34,000 


We reproduce below acreage and production figures for 
British India — 


Year 


Linseed 




Area 

Production 



(million acres) 

(thousand tons) 

1913-14 


26 

370 

1928-29 


26 

304 

1929-30—1933-34 

(average) 

27 

354 

1934-35—1938-39 

(average 

29 

364 

1940-41 


29 

366 

1942-43 


27 

349 


Argentina produces nearly 50 per cent of the world’s output 
of linseed, but Indian seed is stated to be superior in its oil 
content The largest acreage under linseed in India, so far as 
the provinces are concerned, is to be found in CP and Berar. 
Linseed furnishes one of the many examples, which illustrate 
the incapacity ot this country to take full advantage of a 
constantly expanding export market 

In the period before 1914, the total world exports of linseed 
amounted to 14 million tons, of which Argentina exported 
676,000 and India 367,000 tons The world exports of linseed 
since that period increased by 50 per cent but Argentina captured 
the entire increase, and in 1931 India’s share was only five per 
cent of the total exports as agamst 85 per cent of Argentina. 
Things have improved a little after 1932, mainly due to the 
failure of the linseed crop in Argentina for three successive years 
The recovery of her position is the result of Argentina’s weakness 
rather than India’s strength 

During recent years the export of linseed oil has increased, 
while that of linseed cakes has decreased. The export of linseed 
oil has increased fiom 135,000 gallons valued at Rs. 2 l 3 lakhs m 
1936-37 to 266,000 gallons valued at Rs 4.4 lakhs in 1938-39. 
Linseed cakes exports decreased from 50,000 tons m 1936-37 to 
31,000 tons m 1938-39. The value of Imseed cakes exported wds 

> Excluding USSR whose figures are not available 
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Rs. 32 lakhs in 1937-38 and Rs. 22 lakhs m 1938-39^ In the 
report of the Agricultural Marketing Adviser to the Government 
of India, published in 1938, we are told that owing to the absence 
of proper marketing conditions the cultivator gets only ten annas 
in the rupee There can be no doubt that a well-planned policy 
can enormously increase the Imseed production for the export 
trade and benefit the cultivator 

Groundnuts 

Till the early yeeirs of the present century, the export of 
groundnuts from India amounted to only 1,500 tons a year The 
area under groundnuts was also restiicted to about 250,000 acres 
in Madras, and 160,000 in Bombay The demand for Indian 
groundnuts in Europe was very small, until seeds with higher oil 
content were introduced, and this was the beginning of the ex¬ 
panding cultivation which has now reached over 5,000,000 acres 

The followmg table shows the world production of ground¬ 
nuts and the share of different countries —- 


In thousands of quintals unshelled groundnuts 



1931 

1934 

1937 

1938 

1939 

1940 

World Production 

49,000 

46,700 

69,100 

62,500 

61,700 

67,200 

India 

24,489 

19,142 

34,911 

32,707 

32,158 

35,287 

USA 

4,789 

4,581 

5,553 

5,923 

5,340 

7,936 


The following table shows the growth in acreage and produc¬ 
tion in British India* — 


Year 

1913-14 

1929-30—1933-34 (average) 
1934-35—1938-39 (average) 
1940-41 
1942-43 


Groundnuts 

Area 

(million acres) 
1 8 
46 
48 
60 
48 


Production 
(million tons) 
06 
22 
2 1 
27 
1 8 


It Will thus be noticed that India produces more than half of 
the total crop of groundnuts. The greater part of the production 
has an internal market, and roughly a quarter of our annual pro¬ 
duction IS exported. France has been the most important cus¬ 
tomer for our production. There was a steady growth in our 
exports from 500,000 tons in 1934-35 to 835,000 tons in 1938-39. 
It is also significant that durmg recent years there has been a 
growing export of groundnut cakes mainly to the United 
Kingdom The total exports for 1938-39 of these cakes amoimted 

1 Indian Finance Annual. 1942, p 118 
* League of Nations Statistical Year Book, 1941 
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to 252,000 tons valued at 2% crores of rupees. It is also to be 
noticed that while the total exports both of groundnuts and cakes 
in 1938-39 exceded the figure of 1929-30 by 100,000 tons, the 
value had fallen by four crores of rupees We have been ex¬ 
porting more in volume in these last ten years and getting less 
in value 

Sesamum 

Sesamum is an important crop in the country, ranking next 
to groundnuts in the area over which it is grown. We have an 
internal market, as well as a growmg export market The all- 
India acreage under sesamum increased from 4,000,000 acres in 
1900 to 5,000,000 m the period between 1920-25 There has been 
a subsequent decline to 4,000,000 again in the depression period 
The following figures reveal the relative growth in acreage and 
production of sesamum m British India — 

Sesamnm 

Year Area Prodnction 

(million acres) (thousand tons) 

1913-14 3 9 317 

1929-30—1933-34 (average) 3 3 362 

1934-35—1938-39 ( ” ) 3 1 323 

1940-41 3 2 348 

1942-43 3 4 365 

The export trade has been gradually declmmg after 1919, 
mainly, it has been suggested, due to the substitution of other 
vegetable oils like groundnut and cocoanut But whilst the 
export of seeds has declined, there has been a steady growth m 
the export of sesamum oil as is evidenced by the following 
figures —^ 

Export of Sesamum Oil in gallons 
1926-27 1929-30 1933-34 1936-37 1937-38 

61,971 110,583 104,101 281,449 251,827 

Rape and Mustard 

The total area under rape and mustard was 3.5 million acres 
m 1939-40. In addition, there were 2 5 milhon acres of mixed 
crop in the United Provinces. The total yield was 1.1 million 
tons m 1939-40. Of this amount, the United Provinces accounted 
for 588,000 tons, Punjab 148,000 and Bengal 142,000 tons. 

The following table shows the variations in the exports of 
rape seeds dunng the last ten years;— 

J Indian Finance. Xaitem Group Number, p 197 
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Year 

Tons 

Year 

Tons 

1930-31 

32,843 

1935-36 

19,021 

1931-32 

53,686 

1936-37 

37,637 

31,918 

1932-33 

114,546 

1937-38 

1933-34 

78,463 

1938-39 

11,734 

1934-35 

36,934 

1939-40 

21,705 


Cotton Seed 

As India is one of the largest producers of cotton, she has a 
large production of cotton seed The greater part of the cotton 
seed IS used as fodder for cattle n> the country itself The follow¬ 
ing table gives us figures of world proauction of cotton seed and 
India’s share in the production —’ 

Production in thousands of quintals 

10Q1 1Q9B 10BQ loan 

World Pioduction 119,200 107,000 166,100 129,100 127,400 136,000 

USA 68,960 38,850 76,430 48,170 47,720 50,760 

USSR 8,500 7,700 17 300 18,300 19,000 17,200 

India 16 940 20 670 24,200 21 500 20,800 24,500 

Fruits and Vegetables 

India with its diversities of climates and soils is pre¬ 
eminently well placed for the growth of a large variety of 
vegetable and fruits Very little has been done so far, however, 
for improving production on scientific lines According to Dr. 
Burns a rough estimate of the area covered by fruit trees is 2% 
million acres, and that covered by vegetables 700,000 acres 

The continuing shoratge of food in India during the last six 
years has led to an increasing propaganda for extending the 
growth of vegetables The regions producing fruits are the 
districts round Peshawar and Quetta, the Kangra and Kulu 
Valleys, South Kashmir, the Hill districts of Assam, the Konkan 
and the Nilgiri Hills The selection of the actual varieties of the 
fruits IS governed by their croppmg power, ability to travel long 
distances in good condition and the length of the fruiting season 
In the uplands of North India all the ordinary European varieties 
can be grown, while the plains and South India are favourable 
to the growth of tropical fruits. The valleys of Kulu and Kangra 
are well-known for pears, walnuts and peaches Orange is grown 
largely m Assam, Nagpur, Poona and the Punjab The mango 
is grown extensively wherever the rainfall is liberal and the 
climate humid. The expansion of fruit-growing is restricted by 
primitive methods of transport and marketing Centres like the 
Kulu and the Kangra Valley and the Assam Hills are inacces¬ 
sible regions, where the only method of carrymg is on head 

I League of Nations Statistical Year Book 1941 
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loads or on pack mules The fruits are picked when green and 
unripe, and packed in old deodar wood boxes or wicker baskets 
with grass and leaves, which bring on fermentation, so that 
before the fruit reaches the railway van, decay usually sets in 
If cold storage depots and ice-cooled vans are made available, 
the cultivation of fruits will have a great future in the home 
market 


CHAPTER VUI 

OUR AGRICULTURAL PROBLEM 
Soil Deterioration 

Our study of the mam agricultural crops in the light of the 
statistics that we have given raises a very grave question for 
our agricultural economy, namely, is the soil of India getting 
exhausted’This is a question that has been frequently asked in 
our times It was raised in 1893 by Voelcker, who said that 
positive evidence of soil exhaustion was not readily available 
He, however, drew attention to the general belief entertained 
even in his times by Settlement Officers throughout the country 
that the soil was becoming less productive, a belief that made 
him conclude that they were more than merely casual obseiva- 
tions Thirty-five years later, the Agricultural Commission 
addressed themselves to the same question in their Report, 
whether agricultural land was “suffering a growing diminution 
in Its capacity to yield crops,” due to the removal, year by year, 
of more of the substances essential to the growth of crops 
than are replaced by nature or the cultivator The Agricultural 
Commission could obtain no evidence of progressive soil deterio¬ 
ration They observed, “Such experimental data as are at our 
disposal support the view, that, when land is cropped year by 
year, and when the crop is removed and no manure is added, a 
stabilized condition is reached While the paucity of records 
throughout India over any long period of time makes the matter 
impossible of exact proof, we are of opinion that the strong 
presumption is that an overwhelming proportion of the agricul¬ 
tural lands of India long ago reached the condition to which 
experimental data point A balance has been established, and 
no further deterioration is likely to take place under existing 
conditions of cultivation 

* Agricultural Commission Report, p 76 



OUR AGRICULTURAL PROBLEM 


137 


On the other hand, the Bengal Provincial Banking Enquiry 
Committee observed in 1930 “The fertility of the agricultural 
land IS deteriorating steadily on account of the absence of manure 
The yield of the different crops has became less and less.” In 
support of this assertion, they give us the following table.—' 


Average Yield in lbs per acre in Bengal 


Quinquennium 

ending 

Wheat 

Winter Rice Gram 

Rape and 
Mustard 

1906-07 


801 

1,234 

881 

492 

1911-12 


861 

983 

881 

492 

1916-17 


698 

1,036 

867 

460 

1921-22 


638 

1 029 

826 

485 

1926-27 


721 

1,022 

811 

483 

Decrease iii 20 

years 

80 

212 

70 

9 


Dr Radhakamal Mukeijee tells us that in the United Pro¬ 
vinces wheat yields show a tendency to decrease since historical 
times and gives us the following table —- 


Average yield of wheat per 
acre in lb. 


Source of Information 


Akbar’s time 

1,555 


Ain-i-Akbaii 


1827-40 

1,000 

620 

(irrigated) 

Thornton’s Settlement Repoit 

of 


(non-irngated) 

Muzaflamagar 


1917-21 

1,280 

(irrigated) 

Later Settlement Report 

of 


840 

(non-irrigated) 

Muzailarnagar 


1931 

1,000 

(irrigated) 

Average yield of ciops in India 


900 

(average) 

(quinquennial report) 



Dr Mukerjee also calls attention to the disproportionately 
large increase in the mean density of newer districts as com¬ 
pared with a decline in density of older districts like Benares, 
Azamgarh and Jaunpur 


District 

Gorakhpui 

Basil 

Benares 

Azamgarh 

Jaunpur 


1881 1891 
.^74 657 
582 637 
885 914 
73.3 790 
780 816 


Mean Density 
1901 1911 

649 707 
659 653 
875 890 
700 675 
776 746 


1921 1931 

722 787 

687 737 

899 930 

691 710 

745 797 


If the last three distiicts show a declme in density from 1891 
“in spite of a steady extension in the total area cropped, and an 
extensions of well irrigation which in years of draught has reach¬ 
ed the phenomenal figures of 95, 93 and 82 per cent, respectively^ 
of the estimated irrigable area—does it not support the inference 
that, due to the enormous pressure of population on the land, 
man’s efforts are here showing a diminishing return and popula¬ 
tion is reaching a setback'^”'’ 


* Report of the Beiigal Provincial Banking Enquiry Committee pp 21-22 

* “India Analysed.” Vol HI. 1934. p 169 
■•“India Analysed.” Vol m. 1934. p 184 
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The soil m India is not naturally poor but has become poor. 
It has also been suggested that the humus called the ‘Reserve 
Bank of the Soil’, is getting depleted in our country and that it is 
necessary to guard against such a process When the process of 
depletion continues over a long period, “the result is disease as 
IS shown in the ‘dust bowls’ of Western America and the Deserts 
of Mesopotamia.”^ 

An Irrigation Department Committee m Bengal state that 
deterioration of land has already proceeded so far that it cannot 
be checked and that “the tract is doomed to revert gradually to 
swamp and jungle “The agricultural shrinkage in Central and 
Western Bengal has been unprecedented in its magnitude and 
rapidity About half the cultivated area has ceased to be plough¬ 
ed m Burdwan and Hooghly, and still the area is shrinking.”^ 

Writing about Bengal, Radhakamal Mukerjee observes “In 
another part of the valley not merely did science bring little aid 
to man in obtaining his livelihood from the soil, but the 
unscientific handling o± water and drainage problems has con¬ 
tributed to an agricultural decadence almost unprecedented in 
the world “There are parts of Bengal,” wrote Ditcher in the 
Capital, “which the Government of India found a garden and 
left a desert—and Bengal as an administrative and economic unit, 
never recovered from the grave economic injury thus inflicted 

Similarly in the Punjab Dr Lander, Agricultural Chemist to 
the Government of the Punjab, remarked that a considerable 
amount of land in the Punjab had gone out of cultivation and a 
great deal more was going out of cultivation on account of 
Kalar ^ 

Writmg in 1937 with reference to land under rice. Sir John 
Russell leaves the question open for further enquiry “The acre¬ 
age under rice is apparently declinmg I was on several occa¬ 
sions informed that the yields are declining No good figures seem 
to be available, but if further enquiry indicated any basis for the 
belief, it would be desirable for the Council to arrange for sample 
surveys to be taken in a region, where the decline is said to be 
going on in order to obtain definite information on the matter.”® 

1941 “*“**’® Millions and the Food Cycle in India ” Indian Farming Vol II, 

° Quoted in “India Analysed," Vol in. p 196 
3 Ibid, p 197 

* "India Analysed," Vol m. p 195 

Agil^tu?lf*^*43®* MeeUng of the Crops and Soils Wing of the Board of 

•Op cit p 24 
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Forty-five years after Voelcker had stressed the desirability 
of obtaining accurate data on the question of soil deterioration, 
officers of the Government of India still continue dilating on the 
importance of obtaining “definite mformation ” 

The variation in yield per acre of some of the principal crops 
as seen from the following table of mdex numbers appears to lend 
support to the view that the soil in India is deteriorating —^ 

Index Numbeis of Growth in Acreagre and Yield (1913-14=100) 
British India 

Year Rice Wheat Rape & Mustard Groundnut Cotton 

Acreage Yield Acreage Yield Acreage Yield Acreagi Yield Acreage Yield 
1927-28 109 97 116 91 99 8 81 338 390 102 113 

1939- 40 121 106 123 99 103 107 577 489 88 95 

1940- 41 120 103 126 86 104 105 617 578 97 115 

Now we are aware that part of the decline m yield as com¬ 
pared with the increase in acreage may be due to inferior land 
brought under cultivation It may also be that the growth of 
population may have led to a diminution in the number and 
extent of periodic fallow, and thus to an increase in the area 
cultivated in relation to the available supplies of manure This 
would obviously result in deterioiation m soil. 

The question of soil deterioration can also be approached 
from a different point of view The lack of statistical evidence 
in relation to specific areas does not preclude the possibility of 
soil deterioration in India As more and more land is brought 
under cultivation, the manure supply which is limited and insuffi¬ 
cient has to be spread over larger tracts. It is a truism in agri¬ 
culture that what is removed from the soil in the form of crops 
must be restored to it in some other form, for continuous crop- 
pmg without manure will impoverish even the richest soils. It 
IS equally a truism that, the heavier the crop raised, the greater 
the need of restormg to the land its fertility by manures or by 
devices such as rotation of crops We in India are exportmg our 
crops whether cotton, jute, oil seeds, wheat or groundnuts, all 
of which remove a large proportion of the soil constituents What 
do we restore to the soiP Our important source of natural 
manure—cow-dung—^has been diverted to other purposes We 
are not using fish or bone manuring due to prejudices We use 
leaves and stalks undoubtedly, but it is a small portion of the soil 
constituents that is thus restored to land. We are exportmg not 
only our crops but our sources of manure m the shape of bone 
meal, oil seeds and oil cakes. “A country that exports both crops 

* Based on Estimates of Area and Yield of Principal Crops in India 
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and manure must be declmmg m fertility.” This was said fifty 
years ago, and the history of our export trade continues to mani¬ 
fest the same trend m the last fifty years 

It has been said, on the other hand, that the soil in India 
stiU responds to improved methods and proper manuring, that 
withm the next two or three decades the out-turn of the cropped 
area may be increased by as much as 30 per cent ^ The six Indian 
scientists who visited Britain m 1944 expressed the opinion that, 
with proper administration and enough fertilisers, India’s agricul¬ 
tural crop could be doubled m ten years - It is safer perhaps to 
suggest that the old agricultural practices “have established a 
working equilibrium between yield and soil recuperative capa¬ 
city Writing a note for discussion before the third Meeting of 
the Crops and Soils Wing of the Board of Agriculture held in 
December, 1939, Rao Bahadur Bal, Agricultural Chemist to Gov¬ 
ernment, C P and Berar, observed that, in the case of Indian soils 
which have been under cultivation for many centuries, the history 
of crop yields does not indicate any progressive decline in the 
yield per acre during the period 1900-1922 He illustrated this 
view by a comparative table showing the yields of wheat in 
respect of Canada (comparatively recently cultivated soil) and 
India (soils under cultivation over a period of centuries) — 


Year 


Wheat Bushels per acre 
Canada India 


1895 

— 

96 

1900 

— 

10 5 

1905 

— 

119 

1910 

19 9 

11 6 

1915 

19 1 

11 4 

1920 

13 2 

115 

1922 

15 4 

118 

The soils in India, observes Dr 

Bal, appear to have rei 


stationary state This has also been found to hold good in the 
case of various European countries possessing soils which ha\e 
been cultivated for many centuries Dr Bal contends that this 
IS borne out in respect of other crops also. “It has been shown,” 
he says, “that soils of our province have now reached a station¬ 
ary state of fertility at a low yield level, as a result of cultiva¬ 
tion over many centuries, without adequate returns of organic 
matter and phosphates and due to the lack of proper soil mana- 


* Proceedings of the 17th Indian Science 


Congress. 


P 


34 
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gement m certain important directions ” He, therefore, suggehts 
that the problem before us is not one of preventing any further 
deterioration of soil fertility, but is one of finding ways of 
improving the soils which have more or less reached a minimum 
stage of fertility 

Even if there has been no deterioration in the land so far, 
what about the future’ With an increasing population will the 
soil continue to meet our future demands’ Are we conscious of 
the vital necessity of conserving the constituents of the soil, its 
potential fertility, in view of our growing population’ The law, 
that we shall receive only as we are ready to give, holds good 
m the field of agricultural production as much as it does in 
human relationship In agriculture, we are almost living upon 
our capital resources for the last few decades, and the “grow 
more food” campaign, of which we hear so much during the last 
six years, may intensify the process through a short-term view 
of our immediate needs 

But with the advances made during the last fifty years m 
our knowledge of the chemistry and bacteriology of the soil, on 
the one hand, and of mechanised methods of production, on the 
other hand, there is every reason to believe that an enlightened 
policy of land development may not only prevent any possible 
further deterioration of the soil, but enable our population to 
live upon an improved standard with a surplus agricultural pro¬ 
duction for export Where losses in soil resources are the result 
of removal of the crops or leachmg by the rams, the losses can 
be restored and maintained through the mineral and other 
resources that we command It has been pointed out that 
bacteria living on the roots of leguminous plants are constantly 
addmg to the supply of nitrogen m the soil We have resources 
m the shape of sulphur and phosphorus amply sufficient for our 
agricultural needs 

Fertilisers are tending to become cheap, the price of nitro¬ 
gen, the most expensive of the ingredients m mixed fertilisers 
seems likely to fall with improvements m the processes of pro¬ 
duction Moreover, the holdmgs which are so obviously uneco¬ 
nomic for the growth of crops like wheat or rice or pulses may 
be converted mto garden land for the cultivation of vegetables 
and fruits, givmg opportunity m turn for the establishment of 
small-scale rural industries, absorbing some of the landless 
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We have no reason, therefore, judging by the evidence at our 
disposal, to despair about the future of agricultural development 
m our country, given the vision to plan and the power to carry 
out the plan 

The Two-fold Character of our Agricultural Problem 

The complexity of the problem of Indian agriculture has 
been a matter of frequent observation and comment during the 
last hundred years That Indian Agriculture is not primitive, 
that the Indian cultivator is quite as good as a British or an 
American farmer are facts to which attention has been repeatedly 
drawn in the past It is also recognised that the conditions 
under which crops are grown in India are frequently remark¬ 
ably good, and that there are centuries of agricultural experi¬ 
ence behind the ryot’s art It has also been observed that it is 
much easier to indicate possibilities of improvement in English 
agriculture than to make valuable suggestions for the benefit 
of Indian farmers, particularly suggestions which have a reason¬ 
able chance of being carried out Thus, if he made any sug¬ 
gestions, he would do this with the feeling that Voelcker 
observed as early as 1893 in his report on agriculture, that there 
was much for him to learn, and much that he would never be 
able to learn from his study of Indian agricultural conditions * 
The problem of Indian agriculture is a two-fold problem 
In the first place, there are great differences in the agricultural 
conditions and practices that prevail in different parts of the 
country, so that while m parts like Gujarat in Bombay the cul¬ 
tivation calls for very little in the way of improvement, there 
are other parts where there is scope for improvement, as in the 
Central Provinces In the second place, when we compare the 
agricultural productivity of India with that in other countries, 
we notice that land in India m a number of crops yields on an 
average much less than in other parts of the world. If the 
problem of Indian agriculture is two-fold, the approach to its 
solution likewise has to be two-fold (1) There is the question 
of making the best of the present methods of agriculture, teach¬ 
ing the cultivators the utility of such measures as are imme¬ 
diately practicable (2) There is the bigger question of bring¬ 
ing about a radical transformation of methods by the adoption 
of large scale agriculture with scientific appliances, a question 
which in turn presupposes a radical transformation of the pre¬ 
sent social and economic structure. 

1 Report on the Improvement of Indian Agriculture, p 12 
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Differences in Agricultural Conditions in India 

Taking a few illustrations, we find the following variations, 
for instance, in the yield of linseed per acre in different 
provinces — 

Province Yield per acre in lbs. 


1938-39 1939-40 

Central Provinces and Berar 180 196 

United Provinces 259 420 

Bihar and Orissa 307 294 

Bengal 416 428^ 


So also we obtain the following variations in the yield per 
acre of rice and wheat on the basis ot returns for 1936-37 —“ 


Province 

Madras 

Bombay 

Bengal 

UP 

Punjab 


Yield per acre in lbs 


Kice Wheat 

1,086 ~ 

871 393 

998 660 

645 725 

— 810 


Provinnce 

Bihar 

C P and Bcrdi 

y^ssam 

Sind 

Coorg 


Rice Wheat 
756 865 

705 429 

638 — 

860 724 

1,470 — 


It will thus appeal that the variation in the yield per acre 
of rice ranges from 638 lbs to 1,470 lbs In wheat, the variation 
ranges from 393 lbs to 865 lbs per acre This wide range of 
variation in yields, even taking mto account the differences in 
soil, climate, rainfall, etc, m different provinces, cannot be 
easily explained What is still more difficult to understand is 
the enormous variation m the yield per acre from year to yeai 
in the same province, if we can rely upon the statistics supplied 
in Government publications One feels tempted to observe that 
no conclusions of any value can be based upon such unsatis¬ 
factory returns as those to be found m official statistics, based 
upon an average estimate of the yield of land of different quali¬ 
ties arrived at on hypothetical grounds by the Agricultural 
Department ' 


Low Agricultural Productivity 

Turning, in the next place, to a comparison between the 
yield per acre of different kinds of crops in India and the yield 
per acre of the same crops in other countries, it may be observed 


I Eastern Group Number, Indian Finance, p 195 
1 Compiled from the Statistical Abstract for British India 

* Cf "Whilst, in the provinces, where setUements are temporary, the Bgures 




144 OUR ECONOMIC PROBLEM 

that our agricultural productivity can best be compared with 
that of countries like China and Japan, where the methods of 
cultivation have been handed down as in India from generation 
to generation for centuries It is also useful to compare our 
productivity with that of countries like the USA and the 
USSR, which enjoy the advantages of large-scale scientific 
agriculture and which contribute a substantial share to the 
world’s agricultural production The following tables give us 
a comparative view of the agricultural productivity in different 
countries* — 

Quinquennial average (1932-36) in quintals per hectare' 


Crop 

China 

Japan Fiance Italy 

USSR 

C 

CO 

> 

Total 
averagi 
of all 

coun¬ 

tries 

Abso¬ 

lute 

quan- 

titj 

Index 

No 

Rice 

25 6 

36 0 — 

_ 

_ 

_ 

30 8 

13 7 

44 4 

Wheat 

11 1 

13 8 15 9 

14 3 

78 

83 

11 9 

70 

58 8 

Barley 

12 1 

20 4 14 6 

10 6 

89 

10 5 

12 8 

94 

73 4 

Maize 

13 7 

13 8 14 4 

19 6 

10 1 

13 2 

14 1 

87 

617 

Cotton 

24 

_ — 

_ 

24 

2 1 

23 

09 

39 1 

Linseed 

— 

— 46 

59 

28 

35 

42 

27 

64 3 

Groundnut 

182 

215 — 

— 

— 

79 

15 8 

10 0 

63 3 



Yield m lbs 

per acre of some crops for 1938 


Crop 

Siam Egypt 

Korea 

Italy Argentina Germany India 

Rice 

1,299 3,136 

2,464 

4,928 


_ 

_ 

834 

Wheat 


1,882 

— 

1,434 

1 053 

2,464 

728 

Cotton 


440 

_ 

_ 


156 


97 

Rape Seeds 


— 

— 

— 



1,769 

420 


We are fully aware that the remarkably low productivity of 
land in India as compared with other countries is largely due tc 
the differences in agricultural methods and in the stages of 
development in the economic life of these countries But the 
fact which these tables bear out is that land in India, of a given 
size and for given crop, contributes a yield which is the lowest 
amongst the countries compared We have included in these 
countries a country like Chma, which resembles in so many 
ways our own country in the methods of production and in its 
socio-economic organisation. The question that confronts both 
the student and the statesman is whether looking to the richness 
and fertility of the soil in India, the human factor which has 
done so much to increase production in other countries, less 
favourably situated, cannot achieve equally great, if not better 
results, by bringing all the resources of science and mechanisa¬ 
tion to bear upon our fertile soil 

^ Iftdian Agriculture.” in ‘Modeni Review,’ January, 
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Water and Irrigatimt 

In examining the factors that determme the productivity 
of the soil in India, it will be convenient to consider them 
according as they relate to (1) the physical environment or to 
(2) social, economic and pohtical conditions Taking the phy¬ 
sical environment into account so far as it includes factors like 
climate and soil, these are more or less fixed by geographical 
conditions. Though even these are modifiable by human efforts, 
differences in productivity due to such factors cannot be re¬ 
moved in their entirety There are other factors which are 
largely modifiable by human agency, and which offer possibili¬ 
ties of improvement both by the transference of local methods 
and practices from one part of the country to another, and by 
the introduction of Western methods so far as they can be 
applied to Indian conditions 

Water is indispensable to cultivation, and in a country like 
India where dry farming is still carried on in the greater part of 
the country, an adequate supply of water acquires a greater 
importance than elsewhere Owing to the marked divergence 
in the quantity of rainfall m different parts of the country, no 
uniform policy can be laid down in general terms for the coun¬ 
try as a whole From the point of view of water facilities, 
India can be roughly divided into three great areas. (1) Areas 
where the rainfall is abundant like Assam, Eastern Bengal and 
the Western Ghats, and where therefore irrigation is not needed. 

(2) Areas of uncertain rainfall like portions in North West 
India, the Deccan and Madras Irrigation is extremely desir¬ 
able in such regions where the fear of famine is always present 

(3) The driest parts of India, like the Punjab, Rajputana and 
Sind, where owing to the scanty rainfall irrigation is absolutely 
necessary. 

In an earlier chapter of this book, we have mdicated a few 
facts concerning irrigation works and their development imder 
British Rule Irrigation of land is carried out by canals, tanks 
and wells In some parts, there is lift irrigation from rivers, 
and temporary dams for holdmg up flood water are also m use. 
The irrigation canals of India are of two types, those that are 
fed by perennial rivers and those that derive their water from 
artificial reservoirs. The most important storage works are 
those situated m the Madras Province, the Deccan, the Central 
Provinces and in Bundelkhand. Canals which draw thdr sup- 
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plies from perennial rivers are either pereomal or mundation 
canals. In the latter, water finds its way when the natural level 
of the river reaches the necessary height. 

Irrigation works are broadly classed as productive or un¬ 
productive, according as the revenue derived from them covers 
the interest on the capital outlay within ten years of their con¬ 
struction or otherwise. The net interest earning of irrigation 
works—^productive and unproductive taken together—was 5 92 
per cent on the total capital outlay of 150 crores of rupees in 
1937-38. If we eliminate unproductive works the interest earn¬ 
ings in that year stood at 7 68 per cent 

Development of Irrigation Schemes and Research 

Sixty years after the Famine Commission had stressed the 
vital importance of irrigation development, the acreage of land 
irrigated by canals is 26 million acres out of a total net area 
sown of 214 million acres. It was in 1893 that Voelcker wrote 
“The special work of Agricultural Departments in this connec¬ 
tion IS to make an agricultural analysis such as that referred to 
in the Government of India’s Resolution of December, 1881, 
whereby the requirements of each district in the matter of irri¬ 
gation may be ascertained, as also the best means by which the 
improvement may be effected”^ Nearly sixty years after the 
resolution of 1881, Sir John Russell observes “It may be laid 
down as an absolute rule that no irrigation scheme should ever 
be earned out until a proper soil survey of the region has been 
made ” “Barely one-half of the water delivered at the head of 
canal reaches the field ’’ Water-logging and the appearance of 
salts are problems that still await solution With regard to the 
salt trouble, “the indications are that it is getting worse” “A 
survey is urgently needed ” 

The Punjab Irrigation Research Institute at Lahore and the 
grants given by the Imperial Council of Agricultural Research 
are signs of newly awakened interest in irrigation problems. 
The construction of the Lloyd Barrage in Sind in 1932 was 
hailed with great hopes about the extension of agricultural land 
which the scheme would bring in its wake We reproduce the 
following table showing acreage and production in Sind before 
and after the workmg of the scheme:—^ 

^Op Clt p 92 
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Acreage in thonaands 

Production in thousands of tons 


1913-14 

1923-24 . 

^933-34 

1913-14 

1923-4 

1933-4 


to 

to 

to 

to 

to 

to 


1917-19 

1927-28 

1935-6 

1917-8 

1927-8 

1935-6 

Cotton 

264 

399 

649 

_ 

_ 

— 

Wheat 

594 

441 

1,157 

237 

93 

278 

Rice 

1,166 

1,148 

1,097 

399 

455 

403 

Jowari 

617 

549 

466 

187 

118 

103 

Ba]ra-2 

All grain crops 

979 

1,064 

854 

164 

150 

99 

except wheat 
Fruits and 

3,188 

3,276 

2,921 

814 

807 

669 

Vegetables’ 

44 

46 

49 

— 

— 

— 

Oil seeds 

404 

299 

194 


— 

— 

All Crops 

4,609 

4,554 

5,141 

— 

— 

— 


These figures indicate an increase of acreage brought under 
cultivation for wheat and cotton By 1935-36, about 600,000 acres 
of land were brought under cultivation But the area under the 
grain crops has declined in spite of the increased population It 
IS stated “that both yield and quality of ]owar and bajri have 
fallen* the production of oil seeds has also decreased”^ In view 
of this, doubts of a serious character may well be entertained, if 
the development of commercial crops like cotton and wheat under 
conditions of international competition is a sound policy, in a 
country where a self-subsistence economy is still so largely a 
characteristic of our agriculture. Sir John Russell’s Report 
stresses the need for improvement m implements, for rotations, 
for better marketing arrangements, and refers to the lack of 
traditions of good cultivation amongst the new settlers Ten 
years’ working of a scheme which mvolved the expenditure of 
crores of rupees might surely have been attended by better 
results than those evidenced by these observations 

Value of Irrigation 

The value of Irrigation projects may be considered from 
three different points of view They may be undertaken for 
the satisfaction of local needs; or secondly, for the raising of cash 
crops for export; and, thirdly, for the maintenance of live-stock 
industry. In India with a population sunk in poverty, and unable 
to afford even the construction of wells by their own resources, 
dependent moreover on the rams m considerable parts of the 
country, the primary task of the Government should have been to 
provide finance to the cultivators for digging wells and build¬ 
ing tanks for the storage of water. Irrigation m India is needed 

> Mainly in Upper Sind 
■ Chiefly in Lower and Middle Sind 
*For two years only, 1933-M and 1934-35 

< /bid. o 135 j 
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for the satisfaction of the local needs of a population, constantly 
threatened with scarcity and fanunes Statesmanship would 
have suggested a policy of state expenditure by way of advances 
to the cultivators, or a comprehensive programme of well and 
tank constiuction directly by the State for meeting these require¬ 
ments But even as late as 1928, the Agricultural Commission 
gave their solemn sanction to the laissez-faire view that “the 
construction of wells is essentially a matter for private enter¬ 
prise” The development of irrigation works in India by the 
Government was directed to the construction of canals, which 
would promote the cultivation of cash crops like cotton and 
wheat. Canals have always been held to be of greater import¬ 
ance than tanks and wells, and they have yielded a net seven 
per cent interest on capital outlay The successors of the East 
India Company found it difficult to shuffle off the commercial 
traditions of the Company when they entered upon the respon¬ 
sible work of looking after the welfare of the millions, who were 
entrusted to their charge by the accident of history 

There has been no thought in this country of utilising irriga¬ 
tion works for the maintenance of live stock industry The 
industry, if any, is purely self-subsistent, thus our country can¬ 
not afford the luxury of the meadows of Provencal Plains and 
the Mountain Valleys ot Europe nor the grasses of Western 
North America It was m 1903 that the Irrigation Commission 
made a comprehensive report Recognising the importance of 
irrigation to India, it laid down a policy of development which 
has subsequently brought about 25 million acres under canal 
irrigation, but deficient drainage has led to water-logging, and 
underground water has brought deposits of mineral matter to 
the surface, formmg infertile salt tracts 

When works assuring perennial irrigation are imposed upon 
a densely populated country, the absence of fallow causes soil 
exhaustion, and this can be remedied only by expensive manur¬ 
ing In India this expensive manuring is beyond the reach 
of the cultivators. 

With the increasing pressure on land and acute land short¬ 
age, it might have been expected that Government should have 
considered it its primary duty to adopt a proper irrigation policy 
without reference to the investment aspect of the same It is 
interestmg to find an official report referrmg to the neglect of 
duty by the Government in this connection with regard to 
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Bengal. “Central Bengal is at present a decadent tract. It is 
highly malarious, the population is steadily decreasing and the 
land IS gomg out of cultivation It may, of course, be the case 
that deterioration has already proceeded so far that it cannot now 
be checked and that the tract m question is doomed to revert 
gradually into swamp and jungle 

Here as elsewhere, the need which is most urgent is the need 
for a planned economy that can clearly visualise the objective; 
This should primarily be the satisfaction of the local needs of the 
population of the country, and a proper planning of the needed 
food crops or commercial crops in reference to the soil and its 
potentialities - 

Manure 

The question of manure is a question of the highest import¬ 
ance for the improvement of agriculture. It is another modifiable 
factor where human effort and intelligence, play a large part 
in counteracting the operation of environmental conditions. In 
India, as in other countries, systematic agriculture in earlier days 
was associated with the application of animal manures to culti¬ 
vated soil The realisation of the importance of manuring for 
agriculture by the ryots is evidenced by a number of proverbs 
still current among the people 

In the first place, the question of manure is intimately linked 
up with that of water. The one is necessary to the other With¬ 
out the presence of both, the cultivator cannot obtain the best 
that the soil can yield “Irrigation,” observes the Director of 
Land Records, Bombay, “cannot be carried beyond the limits 
which the supply of available manure fixes” It is a common 
saying that, if you give a ryot water and manure, he will grow 
a crop even upon stones The cultivator is fully aware of the 
value of manuring If, nevertheless, he burns the cow-dung 
which he collects, he has to do this as a matter of sheer necessity, 
because he has nothing else which he could use as fuel, and not 
because he is ignorant of the value of cow-dung. Moreover, he 
knows when to use, and for which crop to use, the manure at 
his disposal He knows that he has got to use it on wet land 
where it will easily decompose and not on dry land He knows 
the danger of using fresh cow-dung which might attract white 
ants and destroy his crops. 
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Cow-dung 

The greater part of the soil of India with the exception of 
silt renewed tracts of Bengal and the Black Cotton soil requires 
careful manuring It is a truism that the supply of manures 
in the country is notoriously madequate Amongst the sources 
of manure, the most important is cattle manure, or farmyard 
manure as it is called m England But whilst in England, farm¬ 
yard manure is supplemented or replaced by artificial fertilisers, 
m India it is the only commonly available source of manurmg. 
Writing in 1893, Dr Voelcker called attention to the regrettable 
practice common in his days of burning cow-dung as fuel. He 
demonstrated the richness of the organic matter contained m 
Indian cattle manure, and exposed the hollowness of the argu¬ 
ment that cow-dung when burned does not imply a great 
agricultural loss He pointed out that for every ton of cattle 
manure that is burnt 29 25 lbs out of a total of 30 lbs of nitrogen 
are altogether lost. Soils m India are exceedingly poor in veget¬ 
able matter, and, in the process of burning, the entire value of 
the organic or vegetable matter is lost It has also to be remem¬ 
bered that a considerable quantity of cow-dung is used for 
plastering walls and floors of houses in the villages or for brick 
burning near large towns. 

Dr Voelcker called attention to the process of gradual soil 
exhaustion which would end m a decline of fertility and pro¬ 
ductive power. He urged upon Government the need for 
supplymg manure to the land “Of what use will it be to 
demonstrate at experimental farms the value of manure, and 
how to preserve it, when the cultivator has to bum it because 
he has nothing else for fuel?"^ 

One of the recommendations that Dr Voelcker made was to 
teach the cultivators the value of the use of litter put imder 
the cattle for the better preservation of manure. He referred to 
the use of coarse grass, shrubs and weeds, which sprinkled on 
the floor, under the cattle, would retain the urine and double 
the value of the manure. 

Thirty-five years after Dr Voelcker made his report, the 
Agricultural Commission tell us “There has been little advance 
m regard to the preservation of manure since Dr. Voelcker wrote 
his report on Indian Agriculture m 1893. The practice of pro¬ 
viding litter for cattle is rarely, if ever, adopted except on 
Government Farms. No efforts are made by the cultivator to 
preserve cattle urme. No attempts are made to preserve the 

I Op cit pp 132-33 
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maniirial value of the contents.”^ The Agricultural Comnussion 
expressed the pious hope that “something can be done to promote 
the better preservation of farm yard manure as is not diverted 
diverted to consumption as fuel, by usmg it as a compost with 
village sweepings.” Ten years later. Sir John Russell makes the 
same kind of apologia for Government inaction and lack of active 
interest, when he observes that the “wasteful practice of makmg 
manures into cakes and bummg it goes on unabated for the 
simple reason that no other equally useful fuel is available.” 
“The only way of stopping the practice is to provide an alter¬ 
native supply of fuel Sir John Russell dismisses the possibility 
of villagers using the machine-produced hurricane and oil stoves 
for cooking, and repeats the hundred times sung chorus of the 
desirability of planting quick growing trees near the village. 
He repeats, what Dr Voelcker had so clearly indicated m his 
report, that as the content of Indian soil in nitrogen and organic 
carbon averages about 0 05 and 0 06 per cent respectively, there 
IS need for organic manure 

Dr Bal, Agricultural Chemist to the C P. Government, m a 
paper read at a meeting of the Crops and Soils Wing in 1939, 
stated that decomposition of organic matter is very rapid, when 
a virgin soil is brought under cultivation, but it ultimately 
reaches a point where the recuperative and the destructive pro¬ 
cesses of the soil attain an equilibrium Most of the Indian soils 
having been under cultivation over a period of centuries appear 
to have reached a more or less stationary state in respect of 
organic matter content For this reason, he said, application of 
bulky nitrogenous manures like farmyard manure, poudrette 
and urine earth almost mvanably give strikingly increased re¬ 
turns as illustrated by the results of experiments in the followmg 
table.— 


Crop 

Treatment 

Average yield In 
lb per acre 

Cotton 

No manure 

Farmyard manure 2J tons 

318 


per acre 

532 

Jowar 

No manure 

Farmyard manure 2i tons 

680 


per acre 

779 

Paddy 

No manure 

Farmyard Manure 4000-8000 lbs 

992 


per acre 

;,623 

At the same meeting, the Commissioner 

of Agriculture, 


Baroda, observed: *'There is no doubt whatsoever that very 
much more could be made of the live-stock urme that is now the 
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case. This may not add anythmg m the way of humus, but it 
certamly adds to the nitrogen Long contmued experiments on 
sundhia juar, wheat and cotton at Nagpur show most conclu¬ 
sively that, the effect of the urme carefully conserved in dry 
earth is exactly equal to the influence on the crop to which it is 
added, as the cattle-dung of the same pair whose urme has been 
thus conserved At the present moment a great deal of this is 
lost, the floors are hard and impervious, such urine as does sink 
in is largely confined to one or two spots which get overcharged, 
and though a certain amount of this is scraped up in the daily 
removal of solid excreta and a handful or two of fresh earth is 
added, a great deal of what might be used is lost 

The problem connected with cattle manure stands today pre¬ 
cisely where it stood 50 years ago In a country like India, where 
an increasing population makes an ever increasing demand upon 
the soil and on the food crops which it can yield, it should have 
been the primary duty of the Government apart from other thmgs 
to prevent a decline in land yield In times of scarcity, due to fai¬ 
lure of ram, unmanured land may yield absolutely nothing as 
compared with manured land Manuring may thus offer a partial 
protection which would make all the difference between famine 
and no famine Indifference to the recommendations of its own 
experts may be tolerated on questions which do not affect the 
lives of millions But when it is a question of saving the life of 
millions by such readily available measures as planting of trees 
with the help of the Forest Department for the supply of fuel and 
of spreading the knowledge of such improvements upon the 
present methods of using cattle manuring as the villagers can 
readily grasp and carry out, there can be no excuse for inaction 
or delay 

Green Manuring 

In the course of the discussions at the second meeting of the 
Crops and Soils Wing of the Board of Agriculture held at Lahore 
in December, 1937, stress was laid by speaker after speaker both 
on the value of composts and of green manuring The Director of 


Agriculture, Travancore, observed that, while the growing of 
green manuring crops was out of question in Travancore, they 
were growing green manuring trees whose leaves and loppings 


^The Imperial Council ol Agricultural Research have calculated that the amount 
ox cow-dung burnt is about 560 million tons, while Sir H. Howard puts It at 250 
million tons per annum Sven taking the lower figure the loss to our agriculture 
ttn well be imagined The fertility of the fields, thus deprived of manure 
uocreasra, and the soil gets more liable to erosion At Si tons per acre per annum 
“ Mw-dung could adequately manure 72 million acres that 
Herbert Howard, Post-War 

Forest Policy for India, 1944, pp 26-27 ) L 
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ploughed into the puddled soil gave satisfactory results. The 
Deputy Director of Agriculture, S.C D. Poona, stated that, due to 
increase in the cost of farmyard manure, sann green manurmg was 
becoming popular in the Canal area as the best and most economic 
source of supplying organic matter to the soil to conserve its ferti¬ 
lity, that such green manure is not only an effective substitute for 
farmyard manure, but that the sann crop prevent weeds and 
brings plant food from the deeper layers of the soil to its upper 
layers, so that it may be used up by the crops, that it increases the 
fertility of the soil, and improves the structure and texture of soils. 

In support of the value of sann green manuring the following 
table was supplied by the Deputy Director —' 


Crop after sann No sann green 


Year 

green manuring 

manuringr 

Remarks 

1929-30 

982 lbs 

688 lbs 

Wheat 

1930-31 

844 

506 


1928-29 

2,352 

1,792 

Jowar (soil very good) 

1929-30 

840 

Sll 

Jowar 

1930-31 

1,307 

734 

Jowar 

1931-32 

528 

224 

Wheat (dry) 

1932-33 

1,456 

1,335 

827 

„ (irrigated) 

1933-34 

790 


The proceedings of the Conference also showed a general 
opinion in favour of ‘dhaincha’ as green manure in different parts 
of the country. 

In fact, green manuring is one of the important methods of 
restoring organic matter to the soil to maintain its fertility Ac¬ 
cording to Dobbs, green manurmg was known to the Indian 
farmers from times immemorial Plant materials of all types in 
the green stage are put into the soil Leguminous crops are 
grown and ploughed in the soil before the succeeding food or cash 
crop It increases the humus and nitrogen content of the soil 
In a tropical country like ours, with a rapid decomposition of the 
organic matter, the function of green manuring consists largely 
in the increase of the supply of assimilable nitrogen m the soil, 
and in furnishing the soil with readily decomposable matter 
Green manure crops also protect the soil against erosion and con¬ 
serves the nutrient elements, especially the nitrates, which would 
otherwise be leached down durmg the part of the year when no 
other crops are grown Moreover, it increases the water holding 
capacity of a light soil, and transforms the phosphate and potash 
in the soil into an available form It also exerts an important 
influence upon the activities of the beneficial soil micro-organisms 
and on soil tilth.- 
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Bones and Fish 

Bones of dead animals and bone meals are little used in the 
country, m the first place, because of the ignorance and the age¬ 
long prejudice of the people, secondly, because of the absence of 
accurate information with regard to the use of bones as manure 
in relation to different types of soil Further, there is the diffi¬ 
culty of collecting and keeping the bones and of pounding them 
to powder Thirty-five years after Dr Voelcker had called 
attention to the desirability of experimental investigations into 
the value of bones as manure, the Agricultural Commission re¬ 
peat the same recommendation “The first essential is to obtain 
definite data in regard to the price at which, and for the crops for 
which, the use of bone-meal is advantageous to the cultivator 
“Little mformation is available,” says Sir John Russell ten years 
later, “about the proportions of nitrogen, phosphorus and potas¬ 
sium required for different soils and crops, or the proportions in 
which the organic manure should be used Thus, an important 
part of the fertilisers in the shape of bones and bone-meal is lost 
to India by a failure to apply it to the soil and by export The 
average exports of bones from India for the five years ending 
1914-15 were 90,000 tons value at 64 lakhs of Rupees For the 
five years ending 1924-25 they were 87,000 tons valued at 96 lakhs 
So also the exports of fish manure for five years ending 1925-26 
averaged 16,000 tons valued at 20 lakhs of rupees We reproduce 
below the important export figures for fertilisers for the year 
1939 


Exports 




Tons 

Value in Rupees 

Bones of manurial purposes 

14,424 

11,84,473 

Bone meal 


25,072 

14,85,764 

Fish Manure 


4,710 

3,79,374 

Guano 


178 

19,045 

Horn meal 


1,007 

1,04,833 

Sulphate of Ammonia 


1,313 

1,36,855 

Other fertilisers 


5,546 

4,11,341 

Total 

Imports 

53,250 

37,21,685 

Nitrates of soda 


2,137 

2,23,891 

Sulphate of ammonia 


17,748 

82,99,126 

Muriate of potash 


1,829 

1,82,606 

Superphosphate 


6,788 

5,65,290 

Ammonium phosphate 


2,569 

3,95,166 

Fish manure 


2,349 

72,538 

Other fertihsers . 


7,032 

7,78,757 

Total 

Report, p. 83 


99,452 

105,17,374 


'Report, p 58 
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Thus we are importing about 100,000 tons of fertilisers every 
year. About 20,000 tons of sulphate of ammonia and 2,000 tons 
of superphosphate are produced m our country. The world pro¬ 
duction of sulphate of ammonia and superphosphate is 4,000,000 
and 15,000,000 tons respectively It is obvious that our consump¬ 
tion of fertilisers for the size of our country is very low 

Oil Seeds and Cakes 

Oil seeds and oil cakes are another important source 
of manure—particularly the latter The Agricultural Com¬ 
mission pointed out that of the out-turn of the seed 
of cotton, groundnut, rape and mustard, linseed and 
sesamum, the exports amounted to an average of 18 
per cent per annum over a period of fifteen years, 1911-25 Else¬ 
where we have given the figures for the export of linseed and 
groundnuts The export of seeds and cakes implies the removal 
of a considerable amount of the constituents of the soil If the 
cattle in India were fed with oil cakes, the manure would be 
returned to the soil whose fertility might thus be conserved. 
Apart from the soil, “to send away the entire seed or the refuse 
after the removal of the oil, is to send away the valuable manurial 
constituents contained in the seed, in brief, to export them is to 
export the soil’s fertility”^ The latest figures before the out¬ 
break of the second world war would indicate that we are still 
continuing to export about 22 per cent of our total production 
of rapeseed, mustard seed linseed, castor seed and groundnuts 

Night Soil 

The value of night soil has been mcreasingly recognised smce 
the days of Dr Voelcker. The Agricultural Commission likewise 
emphasize the need for using poudrette mstead of crude night 
soil, and instanced experiments made at Nasik in the Bombay 
Province as well worth study by other municipahties One has, 
however, to take into account the prejudices of the cultivator 
agamst the use of night soil, and the lack of active educative and 
propagandist work on the part of those who have been charged 
with the development of our agricultural industry 

Chemical Fertilisers 

Sir John Russell notes m his report the results of the appli¬ 
cation of nitrogenous fertilisers to the soil. He admits, however, 
that the use of artificial fertilisers is limited, and that the rela¬ 
tively small amounts of these fertilisers are taken up almost 

'Voelcker. op dt p IM 
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entirely by tea growers^ In a country with an agricultural 
population which the soil cannot support under present condi¬ 
tions, a population saddled, moreover, with a debt which grows 
with every generation, it would be futile to expect the use of 
artificial fertilisers on a large scale The Agricultural Commis¬ 
sion in their report pathetically observe with regard to the use 
of the artificial nitrogenous fertilisers, “While the economics of 
the industry remain as they stand today, we are unable to re¬ 
commend any further investigation into the subject under Gov¬ 
ernment auspices 

The recent food crisis in India led to an investigation of the 
foodgrams policy of the Government, and the Gregory Committee 
Report recommended the establishment of a fertiliser industry 
with a capacity of producing 350,000 tons of sulphate of ammonia 
per annum as a short-term measure A subsequent expert com¬ 
mittee has suggested a plan for a smgle factory for the purpose 
at an estimated depot cost of 126 Rs per ton We understand 
that some progress has been made m this connection 

As long ago as 1919, the Board of Agriculture in India re¬ 
solved that “the Board should place on record their opinion that 
the conservation of the natural manures such as oil seeds, oil 
cakes, bones, including horns, and fish manures of all kmds 
for use in this country is a matter of the greatest importance ” 
The Board recommended the imposition of an export tax on oil 
seeds and oil cakes and the total prohibition of the export of 
bones and fish. The Agricultural Commission expressed its in¬ 
ability to support this recommendation, on the ground that local 
consumption even in the most favourable conditions m recent 
years accounted for such a small fraction of the total production 
that the industry could not contmue to exist on that fraction 
They maintained, that the imposition of an export duty would 
involve a serious danger to the extmction of the industry by the 
closing down of its markets But to those who look on economic 
institutions as means of satisfying human needs and not merely 
the making of profits, the question for levying export duties or 
of total prohibition of exports of manures is a question of what 
our people require and how these reqmrements can be met. 

The Indian cultivator was familiar with the value of manure 
in the past. Even today the ryots “have a keen eye to the result 
of a good system of farmmg as exhibited on model farms, but 
they cannot derive much good from the knowledge, though they 

JOp jrit p M 
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may take it in and thoroughly understand that superior tillage 
and proper manuring mean a greater out-turn in crops.”^ What 
the Indian farmer lacks is purchasing power. A price economy 
based on laissez-faire cannot make amends for this lack of pur¬ 
chasing power by experimental work on demonstration farms 
and encouragement of research on agricultural problems That 
these have their value no one can dispute. But unless a system 
of large-scale advances to the cultivator for the purchase of such 
available supplies of manure as exist, either through the Co¬ 
operative Cr^it Societies or by direct Government advances 
through the Department of Agriculture, is brought into opera¬ 
tion, the problem of manuring cannot be solved 

APPENDIX 

A number of new irrigation projects have been undertaken of 
late, some of which are still only projects, others partially under 
execution We mention below a few of them 

1 The Damodar Kiver Flood Control Scheme This is a 
multipurpose scheme on the model of the Tennessee Valley 
Scheme in the USA, to provide irrigation, flood control, 
soil conservation and electric power over a large area The 
project IS estimated to cost Rs 55 crores 

2 The Kosi Dam Project m Bihar, a multipurpose scheme 
estimated to cost Rs 50 crores 

3 The Mahanadi Project in Orissa, with three dams across 
the Mahanadi river, estimated to cost Rs 50-70 crores 

4 The Bhakra Dam Project m Punjab with a dam across 
the Sutlej at Bhakra, estimated to cost Rs 42 crores 

The benefit to agriculture will be to bring under cultivation 
several million acres of land, not to mention the aid to industry 
from the development of electric power 

(Report, National Planning Committee, on River Training and 
Irrigation, pp 119 et seq ) 

CHAPTER IX 

OUR AGRICULTURAL PROBLEM—(Continued) 

Soil Erosion 

The problem of soil erosion is not a problem peculiar to 
India. It IS estimated for example in the USA that something 
like 17% millions of acres of land which were once cultivated 
have been destroyed by gullying. In Illinois nine million acres 

1 Elliot James, “Indian Industries," p 6 



158 OUR ECONOMIC PROBLEM 

which are subject to serious erosion have been rendered almost 
uncultivable As for our country, the problem is of special im¬ 
portance m the United Provmces and Western Bengal, where 
extensive areas have lost their fertility by the formation of a 
net work of ravines The monsoon rains on the hill sides in 
the Southern Districts of Bombay Provmce and Chota Nagpur 
produce the same results In ordinary condition, the soil is 
usually protected by vegetation against the dismtegratmg effects 
of wind and ram. As soon, however, as the vegetation is re¬ 
moved, the soil IS exposed to wmd and ram, making it useless 
for cultivation by the scoopmg out of ravines. Canals and ravines 
may be silted up washing out the river banks With the removal 
of the vegetation, moreover, the soil ceases to soak in ram water, 
and wells, streams and springs may all run dry The removal of 
vegetation follows upon an mcrease of population or an increase 
m the number of animals Deforestation and uncontrolled 
grazing particularly by goats, sometimes by cattle, contribute to 
the denudation of the soil, and this, m turn, is responsible for 
extremes of flood and draught which are the results of the gra¬ 
dual silting up of rivers Cultivation on the slopes of hills has 
also been known to cause erosion 

Under these conditions, putting the upper slopes of hills into 
grass may afford protection, as also bunding or terracing The 
mam protection against soil erosion is to be found m a policy 
of afforestation, which has to be judged not m terms of its 
dividend yielding capacity, as the Agricultural Commission sug¬ 
gest, but by the bearing of such a policy on the welfare of the 
coming generations More than four decades after Dr Voelcker 
had drawn attention to the urgency of protecting land from 
erosion by the plantation of shrubs and wild trees by the Forest 
Department, Sir John Russell’s report makes the same recom¬ 
mendation in 1937 “The forestry department should be con¬ 
sulted as to the possibility of establishmg small plantations as 
protection m places where the erosion is likely to occur, so that 
an undergrowth may have some chance of development.” Sir 
John Russell’s report is more explicit and goes further m its 
views on the question of erosion, when it says that the need is 
for more action rather than more research Protection agamst 
erosion should be a State responsibility and each erosion area 
should be dealt with as a whole. An erosion conference should 
be held annually at which forestry, animal husbandry, and soil 
experts meet the agricultural officers and advise as to what 
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measures should be talcen. The appropriate minister should thai 
have power to carry out these measures and to distribute the 
costs over the lands protected * 

Control of Pests and Diseases 

Insects, pests and plant diseases are a source of serious loss 
to agricultural production which is estimated at about 180 crores 
of Rupees per year Conditions m sugarceme fields are favour¬ 
able to insect life, and large numbers of pests are known to 
occur Among the worst are the borers which reduce the yield 
and the percentage of saleable cane Cotton and food crops 
have similar problems Sir John Russell recommends the m- 
stitution of proper surveys of such pests, and the appointment of 
a visiting expert to advise as to the most suitable types of 
measures to be taken 

Three methods of controlling such pests are said to be in 
general use (1) Avoiding the trouble altogether by finding 
resistant variety of crops (2) Obviating the attack of the pest 
by some change in soil conditions, or in methods of cultivation. 
(3) Destroying the insect or fungus by chemical or biological 
means 

The entire problem with regard to pest and disease, except 
in connection with cash crops like cotton and sugar, seems to be 
m an experimental stage of survey and investigation With 
speed of transport in our days, it may be found impossible to 
keep out disease organisms from other countries, and it will be 
a long time yet before effective methods of dealing with 
plant diseases are, in the first place, scientifically determin¬ 
ed, and, in the second place, effectively used by Gov¬ 
ernment on an extensive scale We may notice, however, 
that a beginning has been made in this direction by the Bombay 
Government which enacted in 1941, the Bombay Agricultural 
Pests and Diseases Act, based on a Madras Act of 1919 
Tillage and Technique 

The methods of cultivation in India are today what they 
were centuries ago They are fundamentally the same as those 
followed for centuries in the past m other countries Agriculture 
IS based on the attempt to satisfy the demand for gram as 
human food, for fibre, for clothmg and oil for burning, with very 

1 Russell’s Report, p 57 The Agricultural Commission took the view, how¬ 
ever. that schemes for preventing soil erosion were to be left to private enterprise 
-“Co-operative effort" or were to be financed by loans to Indl^dual cultlvatoiB 
The Commission could not shake themselves free from the principles of Itagllsh 
Uberallsm In which most of them had been brought up (Report, p 80) 
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little thought for animal food except such stocks and wild grass 
as may be found for grazing. In India, from early times, the 
source of power is the bullock which gets the preference amongst 
cattle when fodder is scarce. The agricultural implements, the 
plough and the spade are the same as of old Careful observers 
have pomted out that the methods of cultivation pursued in 
India are the result of centuries of experience, and are far from 
primitive and crude Their methods of sowing seeds, of inter¬ 
mixing crops, of weeding and pruning, of changing and inter¬ 
mixing soils, of ploughing the fields upto a particular depth for 
a particular crop may be capable of being improved upon in the 
light of modern agricultural science and research—but they have 
been based upon experience handed down from generation to 
generation and cannot be dismissed as inefficient “To take the 
ordinary acts of husbandry, nowhere would one find better in¬ 
stances of keeping land scrupulously clean from weeds, of 
ingenuity in device of water raising appliances, of knowledge of 
soils and their constituents, as well as of the exact time to sow 
and to reap, than one would in Indian agriculture, and this not 
at its best alone, but at its ordinary level. Certain it is that I at 
least have never seen a more perfect picture of careful cultivation 
combined with hard labour, perseverance and fertility of re¬ 
source that I have seen at many of the halting places in my 
tour”^ So also Sir John Russell “The Indian ryot compares 
favourably with any of the peasant populations I have met in 
different parts of the world.”- 

But whilst the intelligence and empirical knowledge of the 
Indian ryot are thus recognised, perhaps overstressed, in agricul¬ 
ture as in industry we have to adjust ourselves to the use of 
scientific methods and mechanical appliances, if we desire to 
increase our production and enable our people to escape from 
the poverty, to which they are at present confined, into a more 
comfortable and prosperous existence 

It IS a truism that with improved methods of farming, 
application of manure, timely sowing, and mechanical appliances 
we could get much more from the soil m India than we do with 
“present methods” Two tables obtained from Mr. Keatinge’s 
works® are representative of these possibilities of improved 
methods.— 
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Percentage of crop 

increase available 

Determining Factor 

Surat 

Jalgaon 

Poona 

Dharwar 

Manure 

30 

30 

30 

30 

Cultivation 

20 

25 

30 

35 

Seed 

10 

10 

10 

10 

Drainage 

10 

— 

— 

— 

Field Embankments 

— 

15 

15 

20 

Total 

70 

80 

85 

95 


Value out-tnm per acre 





Obtained on 

Government 

Crop 

Obtained Farm with advantages 

by villagers mentioned above 

Jowar 

24 

13 ' 

55(Kharif) 80(Rabi) 

Bajra 

17 

4 

38 


Wheat 

24 

2 

53 


Groundnut 

45 

0 

99 



Improved Seeds 

Among the factors that make for improvement in yield may 
be included the use of better varieties of seeds The following 
table indicates the extent to which improved varieties of seeds 
have been adopted m cultivation —* 


Crop Total Acreage Average under Percentacre 

in million Improved seed 


Sugarcane 

4 00 

in million acres 

3 22 

80 0 

Jute 

218 

1 12 

50 0 

Wheat 

33 61 

6 96 

20 6 

Cotton 

26 00 

5 04 

19 2 

Rice 

83 53 

3 58 

43 

Groundnuts 

5 86 

0 22 

34 


It Will be noticed that the extension of area under improved 
varieties is confined to cash crops The food crops have benefited 
to a very small extent We are told that improved varieties 
have not been widely taken up, except of sugarcane and jute, 
because of the difficulty of obtaining seed The Indian cultiva¬ 
tor, even under the best of circumstances, has to depend upon 
the money lender who is also a gram merchant for his supply 
of seed A separate class of seed merchants is unknown m India 
It would be one of the most useful functions for Government to 
be the medium for the supply of seeds Facilities m this way 
could be offered to the cultivators for the purchase of good 
seeds, and advances for purchase of seeds might be made not 
only in times of scarcity but also m ordinary times Dr Voelcker 
in his report laid stress on Government experimental farms de¬ 
monstrating the benefits of selected seeds and the utility of new 
varieties of existing crops, as also on giving facilities fof 'th'e' 
supply, purchase and distribution of good seed. Thirty-five 
years later, the Agricultural Commission observed “For a very 

iSlr John Russell’s Report, p 47 
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long time to come seed distribution must continue to form one 
of the most important branches of their (Agricultural Depart¬ 
ments) work The Commission recognised the desirability of 
a considerable increase in the number of seed farms in all pro¬ 
vinces, and that such farms should be established as rapidly as 
funds and staff permit Ten years later Sir John Russell points 
out that the Agricultural Departments are overburdened with 
duties and advises the Council of Agricultural Research to set 
up some Central Organisation in each province, for the multipli¬ 
cation and distribution of seed of approved varieties of crops 
It IS the Seime story again—the shelving of recommendations of 
experts and commissions 

Rotation and Mixed Cropping 

The practices of fallowing and rotation of crops were known 
to the Indian cultivator, but the pressure of population on the 
land and the increasing demands made upon the soil have led 
naturally to a reduction in fallowing Even today as regards 
mixed cropping and rotation, it is not unusual to find the cultiva¬ 
tor, when drilling a cereal crop such as jowar to put in at 
intervals a few drills of some legummous crop like arhar This 
mixed cropping has the advantage of providing agriculture 
agamst the fluctuations of season, so that if for any reason one 
crop fails the other will stand This is a matter of importance 
for one who has to feed a large family and cattle on a few 
acres of land 

Dr Voelcker pointed out innumerable instances of rotations 
of crops found in almost every part of the country, where several 
sorts of crops are grown together, wheat, barley and gram or 
these with rape as well There are systems in use which are far 
more complicated than the above—not only rows of different 
crops side by side but the alternating rows made up of mixture 
of different crops, some of them quick growing and reaped 
early, others of slower growth, and reaped after the former have 
been cleared off Some are deep rooted plants, others are' 
surface feeders The whole system is designed to cover the 
land, and thereby to prevent the loss to the soil which would 
result from the sun beating down upon it, and from the loss of 
moisture which it would incur. It may be admitted that these 
rotations actually practised can be improved upon, and that 
inferior cultivation has sometimes resulted from injudicious 
rotations. But the attention of Government has been centred 

1 Report, p 102 
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on the rotations connected with cotton and sugar The Agricul¬ 
tural Commission confessed that it was impossible for them to 
make exhaustive enquiries m regard to crops which did not 
come within the purview of the Indian Cotton and Sugar Com¬ 
mittees. Sir John Russell reviewing the work done under the 
direction of the Imperial Council of Agricultural Research could 
only refer, in a report covering 230 pages, to the possibilities m 
Sind under the Lloyd Barrage Scheme of an intensive rotation 
of cotton, berseem, wheat and even here he had to admit that 
rotation would involve manuring, and that though there was 
considerable local demand for fodder, and scope for the develop¬ 
ment of a live-stock industry, dairy produce would be hampered 
by distances from markets 

In brief, there is not much scope for improvement on the 
present methods of rotation and mixed crops If there is scope, 
investigations on better methods have been centred on cash 
crops like cotton and sugar As regards a staple of food like 
rice, it was pointed out by Dr Voelcker that rotation is not 
practised with rice, and that this can be readily understood when 
one takes into account the conditions under which rice is grown 
Silt renewed lands require no manure and are plentifully sup¬ 
plied with water, and are thus independent of the manurial 
benefits secured by rotation Forty-five years later Sir John 
Russell observes “Experience generally is in favour of rotations 
rather than single cropping Rice is of course the great difficulty 
alternative crops and sequences are easier to arrange on light 
than on heavy soils, specially those liable to be flooded ” 
Implements 

Ploughs have been made the subject of attempted improve¬ 
ment. Iron ploughs have been used on Government farms, but 
they have not found their way among the ryots* The causes 
are not difficult to understand The price of a wooden plough is 
very much lower than that of an iron plough. The latter is 
heavy to work and cannot be carried on the cultivator’s shoulder 
from field to field There is further the difficulty of repairs, as 
it cannot be easily repaired except in a small foundry Deep 
ploughing with an iron plough might bring up limestone to the 
surface, with the possible loss of moisture in the soil. Deep 
ploughing, moreover, might necessitate greater quantities of 
manure than the cultivator can afford and contribute to the 
spread of weeds by digging them m. For rice cultivation, the 
wooden plough has definite advantages over the iron plough. The 
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Agricultural Commission observe that agricultural implements 
in India are well-adapted to local conditions. “They are withm 
the capacity of the draught oxen, comparatively inexpensive, 
light and portable, easily made and easily repaired and they are 
constructed of materials which can readily obtained. In spite 
of these advantages, there is undoubtedly very great scope for 
improvement in the light of modem knowledge of soil conditions. 
The Agricultural Departments have, however, so far done dis¬ 
appointingly little in this direction”^ 17,000 improved ploughs 
were sold m 1925-26. A total of 25,000,000 ploughs were m 
actual use in British India in the same year Sir John Russell 
strikes a more hopeful note when he observes, “The new imple¬ 
ments are not always more effective than the old, but they are 
lighter, require less labour of men and of bullocks, and they do 
their work more rapidly. Economy of bullock power means that 
the large cultivator need not possess so many bullocks and so 
can better feed his milch cattle, and speed of work means that 
operations can be done ]ust when necessary, and when therefore, 
they are most beneficial There are possibilities of improve¬ 
ment in the bullock cart in the shape of ball bearings and rubber 
tyres—though the problem may be simplified by the development 
of motor transport 

Under present conditions, with the small and scattered hold¬ 
ings that mark Indian Agriculture, the use of agricultural 
machinery like steam tackle and motor tractors is obviously 
outside the purview of the cultivator The Indian Sugar Com¬ 
mittee observed with regard to motor tractors that their use 
would be more economical than steam tackle, and that a tractor 
would displace eight to ten pains of bullocks. Progress in this 
direction on large-sized farms may now be expected under our 
national Government 

Live-stock 

In a country like India where the only motive power as 
well as means of transport is the bullock, the prosperity of 
agriculture depends among other things on thfe live-stock. Whilst 
in most parts of the world, cattle are valued primarily for food 
and milk, m India their value is mamly determined by their 
use for agricultural operations. In Western countries, horses 
played a predominant part m the past, and are now being re¬ 
placed by mechanical appliances. 

> Report, p 107 

»Op clt p 59 
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It IS difficult to place sL definite monetary value on cattle 
labour. According to the 1931 Census, India nas 300,000,000 
ammals excluding pig and poultry. Out of this, 220,000,000 are 
in British India. India has the largest cattle population in the 
world. The U S.A. stands second with an animal population of 
140,000,000 excluding pigs and poultry. Accordmg to calcula¬ 
tions based on the price of 1929, the annual value of live-stock 
and anunal products was estimated at over Rs 2,000 crores per 
annum Taking a 33 per cent fall in 1929 prices, the value of 
the various items has been calculated as below —^ 

Crores of Rupees 


Milk and milk products 

540 

Cattle labour m agriculture 

408 

Manures 

180 

Labour for purposes other than agriculture 

107 

Other products 

30 

Live animals exported 

0 12 

Total 

1,265.12 


This does not include the value of poultry. As Mr. Mac¬ 
donald observes, “Poultry farmmg m most countries is regarded 
as the Cinderella of agriculture, and m no country is this term 
more apt than m India, for until recent years practically no 
attention has been devoted to any branch of production or mar¬ 
keting.”-* Specialised and organised poultry farming is conspi¬ 
cuous by its absence. Yet it would appear to be an important 
element m our economy. The Egg Marketing Report for India 
and Burma gives the following figures.—’ 

Lakhs of Rupees 


Desi Fowls 

514 7 

Improved fowls 

73 

Ducks 

54 8 

Geese 

514 7 

Turkeys 

0 1 

Guinea fowls 

42 


Poultry IS a sadly neglected branch of agriculture. It is an 
important element m our rural economy, because more than 
60 per cent of the hen eggs and 80 per cent of the duck eggs 
are actually sold in the market and not consumed by the pro¬ 
ducers themselves. The total value of the eggs sold is estimated 
at Rs. 5V4 crores per year cpid that of birds at Rs. 7 crores. Our 
egg production is comparatively very low, 54 eggs per bird as 
against 100 to 120 eggs per bird in other countries. The size 
IS also about two-thirds of that m other countries which employ 

1 "Animal Industry." in "Economic Problems of Modem India.” Vol 1 , Edited 
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modern methods of production. The low egg production has 
been attributed to factors such as poor stock, disease, malnutri¬ 
tion and general mismanagement. The per capita consumption 
of eggs is calculated at eight as against 150 to 300 m other coun¬ 
tries. The few facts indicated above show that m animal m- 
dustry we possess “an enormous potential wealth, probably 
greater than the value of a single industry in any other country 
in the world” 

The monetary value of cattle labour has been estimated at 
Rs 400 crores roughly per annum An enquiry into the value of 
cattle labour in holdings in the Punjab estimates the cost of 
cultivation under cattle labour at between 15 and 20 per cent, 
and this has been confirmed m a recent investigation ^ Assum¬ 
ing the total value of India’s agricultural production at Rs. 
2,000 crores, the share of cattle labour would obviously be be¬ 
tween Rs 300 and Rs 400 crores The Agricultural Commission 
estimate the cost of feeding and depreciation of a pair of bullocks 
at Rs. 175 per year A pair of bullocks are needed to cultivate 
ten acres of net sown area. Assuming the acreage sown with 
crops in British India at 230 million, we get the same value, 
namely, Rs 400 crores for cattle labour. 

Accordmg to a recent estimate, the world’s cattle population 
is about 690 million animals. Of these 152 million are located 
m British India With regard to the increase or decrease of cattle 
during the last few decades, the evidence afforded to us by the 
following table does not support the view that the number of 
live-stock IS decreasing — 


Year 

Bovine live-stock 
in million 

1910-11 

121 

1919-20 

146 

1925-26 

150 

1929-30 

152 

1935 

1072 

1940 

1103 


As a matter of fact, for the reasons mdicated in the last 
footnote, the figures given in the official census of 1935 and that 
of 1940 are not reliable and we may safely maintain that the 
bovine population has not decreased during the last ten years. 

J Investigation carried out under the direction o£ the imperial Council o£ Agri¬ 
cultural Research 

it£a Cattle Census, two provinces namely UJ? and Onssa were 
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When we compare the number of cattle per hundred of the 
population in different countries, we have to remember that cattle 
in India are chiefly valuable for draught purposes, that meat is 
not a staple article of food, and that milk is chiefly produced as a 
byproduct of agriculture Elsewhere, cattle are valued for meat 
and for dairy products. It has also to be remembered that in 
India a large number of cattle are old and decrepit, and instead 
of being an addition to the income are a burden on an already 
impoverished soil Under these conditions, a reduction in the 
number of livestock so as to brmg the hve-stock population into 
line with the supplies of food would tend to relieve the burden 
on the soil Economic pressure by the enclosure of grass lands, 
the practice of castrating scrub bulls, and improvements in farm 
implements, particularly in the bullock cart, reducing to that 
extent the need for bullocks may contribute towards a diminu¬ 
tion in the cattle population which will in turn favourably react 
on agriculture 

Cattle and Grazing 

A large proportion of the cattle of this country depend en¬ 
tirely on grazing for their nourishing, and such grazing is only 
of value for about five months in the year In India, “the custom 
is that the animal, when not working should find its own food 
on the village common, or on uncropped land, or m the jungle 
when there is no fodder available on the holding The by-pro¬ 
ducts of cereals and pulses are stored and fed to cattle as long 
as they last, but very rarely indeed to cultivators resort to outside 
sources, for example, to the supplies of baled dry grass available 
in forests Thus we were informed in the Central Provinces, 
where much grass is baled in the forests, that in one locality only 
did cultivators purchase it.”* In other provinces, we were in 
formed that in accordance with the general policy favoured by 
the Forest Department, Forest Officers would gladly encourage 
grass cutting by villagers, but that no demand for it existed. 
These forest supplies are looked upon as famine reserves, not to 
be used in normal times This difference between the cattle 
owners of the East and West must be kept in mind in considering 
all suggestions for cattle improvement”- The Agricultural 
Commission observed that action which in many countries would 
render owners liable to prosecution is regarded in India in an 
entirely different light. If this is intended to be a reflection on 

'Have the cultivators necessary purchasing power^ 

2 Agricultural Commission Report, p 200 
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the Indian cultivator, one might well ask if this is hot one 
of those hasty generabsations based upon preformed prejudices 
about the ignorance of the Indian cultivators, and whether the 
tradition about forest supplies as famme reserves was not built 
upon the blunders of Forest Admmistration After a careful 
exammation of the situation, the Agricultural Commission 
observe* “Having regard to the poor quality of the grazing 
available, and to the fact that it fails to afford adequate mainten¬ 
ance for cattle at the season of the year when fodder grown on 
the cultivated land is scarcest, we are of opmion that this number 
of cattle is a heavy stock for land to carry. If the cattle are to 
yield a profit which would be accepted as satisfactory in countries 
where stock keeping is strictly econoimc, the bullocks would 
require to be fully employed, the cows to be of a heavy milking 
strain and the manure to be carefully conserved and returned 
to the land.” 

The total number of cattle in India is determmed by the 
number needed for work on the land The Agricultural Com¬ 
mission point out that, assummg the cattle to be efficient, there 
would appear an excess m the number of cattle The worse the 
conditions for rearmg efficient cattle, the greater tend to be the 
numbers necessary for agricultural purposes. Cows become less 
fertile, their calves are undersized, and this compels the farmers 
to breed more and more cattle. As numbers increase, the pressure 
on the available supply of food leads to still further deterioration 
in the quality of the cows. As cattle grow smaller in size and 
greater in number, the amount of food needed in proportion to 
their size increases Thus, a large number of small-sized cattle 
involve a serious dram on a country in which the fodder supply 
is so scarce as it is m India in ceitain seasons Attempts at 
improving the quality of the live-stock by distributing better 
bulls are partially frustrated by the number of animals relatively 
to the supply of food The mam problem of animal husbandry 
is that of increasing the production of food for animals As Sir 
John Russell observes, the amount of food produced is insufficient 
for the large number of animals in India Many of them are 
inadequately fed The bullock may be treated a little better, 
but the cow is not so well-fed and with a low diet gives only a 
poor yield of milk. 

Importance of Cattle for Soil Fertility—Mixed Farming 

The cash value of cattle manure m India has been estimated 
at between 180 and 270 crores of rupees This estimate has 
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been criticised as being based upon very meagre information. 
At present, we are maintaining a dense human population by 
methods which are suited to an extensive system of farming. 
Large areas are farmed to offset low crop yields Such methods 
may be suitable to newly developed countries like Canada and 
Australia, where the population is small and the land is ample. 
In India with a density of 200 per square mile, it is desirable that 
the output of produce per acre should be high Under these 
conditions, the development of agriculture requires “the dovetail¬ 
ing of the arable and animal husbandries into one mixed-farm- 
mg system” “The cattle problem dominates the whole situa¬ 
tion ”* A mixed farming system mvolves the utilisation of all 
available manure and the cultivation of leguminous fodder crops, 
which contributes to soil fertility The fodder crops would m 
turn provide an ideal source of food for cattle, and particularly 
for milking stock Under mixed farming, the production of 
animal products such as milk will be carried on side by side 
with a system in which legummous fodder crops will maintam 
the fertility of the soil, and the resultmg increase in crop yields 
will offset any increase in the cost of production of milk This 
IS borne out by the experience of other backward tracts Writmg 
about the agriculture of Nigeria, the Gold Coast, and Sierra 
Leone, Stockdale observes “Larger yields of crops are being 
secured, and the farmers, in addition to having more ample 
food supplies and larger quantities of economic crops for sale, are 
also being provided with supplies of animal products such as 
milk and butter, for their consumption and sale. There is no 
doubt that they have been enabled to live better than was pos¬ 
sible under the old order, and m consequence it is expected that 
their own health and that of their families will benefit 
The Problem of Milk and Dairy Industries 

When considering the question of improving the breed and 
quality of cattle, as the Agricultural Commission pointed out, 
care should be taken not to attempt to produce a “dual purpose” 
animal, suitable both for draught and for milking and ghee pro¬ 
duction The Commission suggested that milking qualities should 
be encouraged only m so far as these are consistent with the 
maintenance of the essential qualities which good draught cattle 
must possess.® India has a per capita production of milk which 
IS very low as compared with other countries. The following 
figures indicate this: — 

IB A Keen, “The Real Problem In India” quoted in Dr Wright's Report on 
the Development of the Cattle and Dairy Industries of India. 1037 

* Quoted in Wright's Report, p eo 

* Report, p 212 
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Annual production of 


Annual production of 

Country 

milk per head of 

Country 

milk per head of 


cattle 


cattle 

Denmark 

387 gallons 

Fmland 

344 gallons 

Switzerland 

380 

Sweden 

326 

Netherlands 

373 

India 

30 

Belgium 

362 




Thiis, Denmark with only one-seventieth of the number of 
cattle produces about one-fifth of India’s output of milk Ten 
years ago, we had an export trade m dairy produce, mostly ghee 
valued at about Rs 36 lakhs per annum This is now reduced 
to negligible proportions, and there is a rapidly growing import 
of milk products The output of milk in India is large, between 
700 and 800 million maunds or between 5,600 and 6,400 million 
gallons per year Compared with other countries India stands 
second in volume of milk production. But owing to the density 
of her population, the per capita consumption of milk is extremely 
low It does not exceed six oimces per head per day ^ If con¬ 
sumption IS to be increased, it is not only necessary to increase 
the present output of milk, but to effect such economies in the 
cost of production and distribution as will bring it within the 
purchasing power of the mass of the population Marketmg 
surveys show that out of the total output about a third is consum¬ 
ed as liquid milk Of the remamder, 75 per cent is converted into 
ghee and over 22 per cent into khoa, dahi, and other indigenous 
products Western products such as ‘creamery’ butter and cheese 
are scarcely used except by Europeans and a few Indians “An 
increase m the value of the ghee by one per cent would add more 
to the wealth of the dairy industry than the replacement of the 
whole of the imported milk products by home produced articles 


The development of the indigenous milk products like ghee 
and dahi is largely determmed (a) by the fundamental difficulties 
involved in handling milk under topical conditions and (b) by 
lack of adequate transport facihties Moreover, as 90 per cent of 
the population live in villages, attention should be concentrated 
on the supply of milk and milk products for direct consumption 
by the rural population The combination of producers on a vil- 


^Cf Dr Kothawala Dairy Development Adviser to the Government of India 
‘Said that the Indian Dominion possessed 38 million cattle heads constitutlnK one 
third of the total cattle population of the world But the average milk yield per 
cattle was so low that there was not enough milk to go round From a nutritional 
point of view an individual required 16 ounces of milk per day, half the quantity 
to be consumed in liquid form and the other half in the shape of milk products 
On this basis India's milk production would have to be increased three fold to 
ensure that every one got the minimum quota of milk " Appendix to the Sum¬ 
mary of Animal Husbandry, National Planning Committee’s Report on Animal Hus¬ 
bandry, Dairying, etc p 228 
a Wright, op clt pp 9-10 
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lage industry basis provides the most effective form of dairy 
organisation m India. Above all, any improvement in production 
must be supplemented by the provision of improved marketing 
facilities 

The methods of producing and handling milk in India require 
careful investigations to be carried out in practice under village 
conditions Dr Wright in his report suggests heat treatment as 
well as refrigeration as methods of prolonging the keeping quality 
of milk Refrigeration, however, is too costly, and could only be 
used for the despatch of milk from distant producing areas to 
large cities As regards distribution, the possibility of a cheap 
method of loose milk delivery, elimmating gross forms of con¬ 
tamination, on the lines employed m Great Britain thirty years 
ago, needs investigation according to Dr. Wright This would in¬ 
volve the use of a milk can with a wide mouth for cleaning and 
a hinged lid which would protect the milk during transit, costing 
five to ten rupees per can The use of taps is not advisable, as 
they are difficult to clean and sterilise 

As regards ghee, it would appear from figures collected m 
different provinces that 65 per cent of the samples of ghee ex¬ 
amined were adulterated Cheap methods of detecting adultera¬ 
tion might be devised and increased marketing facilities pro¬ 
vided 

With regard to the distribution of pedigree bulls, the number 
of stud bulls at present represents only one per cent of India’s 
requirements Progress can only be achieved by increasing the 
number of approved stock raised in villages and the purchase 
of such bulls for distribution There is no single measure 
which would do more towards increasing and cheapening 
milk production in India than an improvement in the 
milk yields of Indian cattle At present, the yields of 
vilage cattle average about 600 lbs, a year, or an average 
of four to SIX lbs a day An mcrease m yield would lower the 
cost of milk production, by spreadmg maintenance costs and costs 
of labour over a larger output of milk Breeding experiments at 
various centres show that by careful selection indigenous strains 
of Indian cattle can be built up capable of givmg milk yields which 
can compare with those of average European stock The majo¬ 
rity of milch cattle m India are seriously underfed, as evidenced 
by the slow rate of growth and the long dry periods. A larger 
food supply is essential, and coarse fodders need to be replaced 
by leguminous crops like berseem and lucerne (alfalfa). These 
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are important even for Indian agriculture as they mcrease the 
lertihty of the soil. Linseed, cotton seed and earthnut cakes con¬ 
tain rich protein concentrates, and fed to cattle might contribute 
to improved milk yields The lack of purchasing power for such 
fodder on the part of the agricultural population can only be 
tided over by a properly planned rural finance policy 

CHAPTER X 

SUBDIVISION AND FRAGMENTATION OF HOLDINGS 

Subdivision of holdings indicates the diminution of the total 
size of the individual farm as a result of partition of property 
between different heirs under the Laws of Succession and Inherit¬ 
ance Fragmentation of holdings involves the breaking up of a 
single holding into scattered strips often separated by long dis¬ 
tances. Subdivision of holdmgs is due chiefly to the Laws of 
Inheritance both amongst Hindus and Moslems, which enjom 
succession to all the heirs m eqal shares As Radhakamal 
Mukherjee puts it “Indeed, the tendency towards sub-division, 
which has been manifest m India durmg the last few decades only, 
has been the outcome of the interpretation of Hmdoo and 
Mohamedan law by English judges, with their strong predilection 
for individual succession to, and private enjoyment of, rights in 
land The acquisition of land by moneylenders accentuates the 
evil, by creating a number of small holdmgs and reducing the 
total left to be divided amongst the heirs. The social usage which 
sanctions the claim of each heir to a separate share m each quality 
of plots m the village rsults m fragmentation 

The low agricultural productivity of land m India has been 
frequently ascribed to this progressive sub-division and frag¬ 
mentation of holdmgs in almost all parts of the country. As 
early as 1916 Mr Keatmge, the Director of Agriculture, Bombay, 
observed’ “It has long been a subject of comment in India that 
the land holdings of cultivators have become subdivided upto a 
pomt at which they are now m many localities very small, and 
that the holdmgs whether large or small, are frequently frag¬ 
mented in a manner which is very prejudicial to effective culti¬ 
vation This progressive process of sub-division and fragmen¬ 
tation is due to the increase of population, and to the fact that 
the Laws of Inheritance which are enforced m this country 
operate in such a way as to give to each male member of a 
landholder’s family a share in the family land .. In the Bombay 

i“Land Problema of IndU,” 1933, p 55 
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Presidency in general, and in particular in the Konkan, West 
Deccan, and the garden and rice tracts of Gujarat, subdivision 
and fragmentation have reached an intolerable point... Fields 
measuring less than half an acre are found to the be subdivided 
into more than 20 separately owned plots, many of them of less 
than one guntha a piece 

Bombay Province 

Thus, in the Borsad Taluka (Kaira District, Gujarat) the 
following table shows the number and size of holdings in the 
Taluka with 72 villages in 1901 and 1921 — 

Percentage 

1901 1921 increase or 

Size Number Percentage Number Percentage decrease 

of holdings 
Since 1901 


5 acres and below 

7,740 

58 

19,740 

82 

+ 

125 

Between 6 and 25 acres 

5,107 

» 38 

3,916 

16 


23 

Between 26 and 100 acres 

1 570 

4 

432 

2 

— 

3 

Between 100 & 500 acres 

30 

— 

29 

— 


— 

Total 

13,477 

100 

24,117 

100 

+ 

79 



1901 


1921 



Total area in acres 


94,660 


92,639 



Average holding in acres 

7 


38 




Thus, it would appear that within twenty years the total 
number of holdings increased by 79 per cent; but whilst the 
average holding was seven acres in 1901, it was reduced to 3 8 
acres in 1921. If the process of subdivision has proceeded at the 
same rate during the last 20 years, the size of the average holding 
today would be less than two acres According to Mr Patel to 
whom we are indebted for the table, a pair of bullocks could on 
an average cultivate 25 acres of land in a year, and this constitutes 
an economic holding, according to the Broomfield Committee 
In 1921-22, out of about 21,000 holdings in the Taluka only 349 
holdings or less than two per cent were over 25 acres in size 
An economic holding defined in this way would be too large fer 
the Borsad Taluka “We, therefore, choose, to define an econo¬ 
mic holding from the pomt of view of the standard of the people 
in the Taluka The size of the economic holding in our Taluka 
should be about 12% acres per family The size of the actual 
holding per feimily of cultivators is about two-thirds of the eco¬ 
nomic holding we have calculated 

So also, a survey of certain selected villages in the Olpad 
Taluka (Surat District) in Gujrat in 1929-30 adopts 20 acres as 

,_1916 
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the Size of the economic holding, “takmg all the pertinent factors 
mto consideration and assuming the average size of a family 
at 5 persons.” The following table shows the extent of unecono¬ 
mic holdings m the Taluka*—^ 


Summary Table Holdings according to Groups of Villages 



Total 

Number of hold¬ 

Number of 

Percentage of 

Group 

number 

ings of or above 

uneconomic 

uneconomic— 

of 

the size of eco¬ 

holdings 

holdings to 


holdings 

nomic holdings 


the total 

I 

92 

19 

73 

79 3 

II 

128 

7 

121 

94 5 

III 

76 

9 

67 

88 1 

IV 

92 

3 

89 

96 0 

V 

203 

8 

195 

96 0 

Total 

591 

46 

545 

92.2 


Dr Harold Mann, Director of Agriculture in Bombay, pub¬ 
lished in 1917 the results of an enquiry m a typical Poona 
village According to him the average holding was 40 acres in 
1771, 14 acres between 1820-40 and 7 acres by 1914-15 81 per 

cent of the holdings according to him, could not maintain their 
owners under the most favourable circumstances He concludes 
“It IS evident from this that in the last 60 or 70 years the char¬ 
acter of the land holdings has changed In the pre-British days, 
and in the early days of British Rule, the holdings were usually 
of a fair size, most frequently, more than 9 or 10 acres, while 
individual holdings of less than two acres were hardly known 
Now the number of holdings is more than double, and 81 per 
cent of these holding are under 10 acres in size, while no less 
than 60 per cent are less than 5 acres ”•* 


We have equally striking evidence about the increasing 
subdivision of holdings in the Bhiwandi Taluka, Thana District, 
given to us by Dr. Bhagat m a recent study He gives us the 
following table showing average holdings based upon a study 
of 9,584 khatedars —• 


Holdings 

Under 5 acres 
5 to 25 acres 
25 to 100 acres 
100 to 500 acres 
Over 500 acres 

Total 


3,731 

3,041 

694 


Per- No 
centage 
49 7 6,416 
40 5 3,205 
9 3 556 

5 41 


No Pei - 
centage 


1903 

Per¬ 
centage 
62 6 10,458 74 2 
31 6 3,404 24 1 
5 4 206 14 

4 30 3 


1937 

To Per¬ 
centage 
6,638 691 
2,426 25 5 
438 4 5 

79 9 

3 negli¬ 
gible 
9,584 100.0 


7,505 100 0 10,218 100.0 14,098 100.0 
In 1927-28, Mr. Mukhtyar imdertook a survey of the village 
of Atgam in Bulsar Taluka, Surat District There were 461 
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families m the village of which 249 or 54 per cent were agricul¬ 
turists. He gives us the followmg tables showing the extent of 
subdivision and fragmentation:—^ 


Subdivision 


Number of Holders 

1900-01 1917-18 

1926-27 

With more than 100 acres 

1 

1 

3 

” 71-100 acres 

5 

3 

— 

” 51-70 ” 


8 

6 

8 

” 31-50 ” 


21 

9 

7 

” 15-30 ’’ 


34 

37 

37 

” 6-15 ” 


39 

107 

95 

” 1-5 


67 

132 

133 

Below 1 acre 


44 

109 

143 

Total 


219 

404 

426 


Fragmentation 



Number of Hold- 


Number of Hold¬ 

Number of 

mgs with speci 

Number of 

ings with speci 

Fragments 

fled number of 

Fragments 

fled number of 


fragments 



fragments 

1-5 

286 

21-25 


7 

6-10 

62 

26-30 


B 

11-15 

42 

31-40 


6 

16-20 

22 

More than 40 


3 

Size of Plots Number of Plots 

Size of Plots 

Number of Plots 


of each size 



of each size 

Above 10 acres 

30 

5-6 acres 


39 

9-10 acres 

12 

4-5 ” 


58 

8-9 

11 

3-4 ” 


75 

7-8 

20 

2-3 ” 


135 

6-7 

18 

1-2 ” 


320 



Below 1 acre 


1,924 

Size 

and Number of Plots below one acre 


30-40 gunthas 

201 

10-15 gunthas 

339 

20-30 

311 

5-10 


339 

15-26 

216 

Below 5 ” 


305 



(One Gunthas 1|40 

acre) 305 


Madras Province 

In South India, Dr Gilbert Slater had undertaken a survey 
of a number of villages with a view to obtaining an accurate 
idea of the process of subdivision of holdings This was under¬ 
taken m 1916 A resurvey of some of these very villages was 
imdertaken in 1936 and the results are indicated in the following 
table.— 


Village of Vadamalaipuram (Raninad District) 

1916 1936 


Size of Holdings 

Number of 

Extent 1 

Number of 

Extent i<r 


holdings 

acres 

holdings 

acres 

Between 1 and 10 acres 

38 

250 

121 

535 

” 10 ” 25 ” 

38 

649 

37 

594 

” 25 ” 50 ” 

12 

469 

8 

264 

” 50 ” 100 ” 

3 

471 

1 

105 

» 100 ” 250 ” 

3 

211 

3 

160 

Total 

94 

2,050 

170 

1,658 


IG C Mukhtyar, "Life and Labour in a South Gujarat VUlage," 1930, pp 110-115 
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With a reduction in total area there is a simultaneous in¬ 
crease in the number of holdings since 1916 The average holding 
IS just half in size of what it was m 1916 It may also be noticed 
that subdivision has gone farthest in the smaller holdings of one 
to ten acres.^ 

Taking another village, Guruvayur, Malabar District, the 
following table indicate the extent of subdivision that has taken 
place in 1936*— 


Below \ acre 
Between J and 4 acre 

4 >• 1 » 

1 ” 2 acres 

2 ” 5 » 

5 ” 10 ” 

10 ” 20 ” 

Above 20 acres 
Total 


Number Extent in acres 


106 

125 

152 


11 

7 

556 


13 19 
44 68 
100 49 
95 73 
192 78 
169 73 
145 82 
397 99 
1,160.41 


The average size of the holding in this village is 2 1 acres. 
In a cocoanut tract intensively cultivated, this size would not 
necessarily be uneconomic But as the figures indicate 68 per 
cent of the total holdings are below one acre and 42 per cent are 
below half an acre each “ 

About the village of Gangaikondam, Tinnevelley District, 
we are told “There has been a great increase in the number 
of tenants in the last fifteen or twenty years Many of these 
tenants are also agricultural labourers in their spare time.” It 
may be noticed that, while there is a reduction in the number 
of land holders, there is less concentration of land m the hands 
of big landlords This will appear from the following table —’ 


Villagre of Gan^aikondan (Tinnevelly District) 


Size 

Numbers 

of owners 


1916 

1934 

Below 1 acre 

105 

100 

1 to 5 acres 

220 

600 

5 to 10 ” 

250 

50 

10 to 20 ” 

100 

30 

20 to 50 ” 

160 

50 

50 to 100 ” 

90 

3 

Total 

925 

833 


On the question of fragmentation of holdings, specific data 
were not available, say the editors of this resurvey of South 
Indian Villages, in 1916 with regard to most of the villages Dr. 


^ "South Indian Villages—A Hesurvey.” edited by Thoma asnd Ramkriahnan, 
1940 pp 9-10 • 

■Ibid, pp 301 and 330 

1940, Villages-A Resurvey.” edited by Thomas and Ramkrlshnan 
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Slater, though specially interested in the question, did not get 
enough detailed answers. “More information has been secured 
on this question in 4 out of the 8 villages which have been re- 
surveyed There is room to thmk that the position has 
worsened in twenty years 
Other Provinces 

The Land Revenue Commission which was appointed in 
Bengal, 1939, presided over by Sir Francis Floud, visited the 
province of Madras for the purpose of comparing conditions m 
other provinces with those of Bengal They observe in their 
report “Assuming 70 per cent to be the propoition of the agri¬ 
cultural population in 1931, the agricultural population of the 
province would number 32 7 million The total net cultivated 
area is 31 7 million acres, and the average area per head of the 
population IS, therefore, slightly less than one acre” “It seems 
that the average area m possession of a family in Madras is 
barely sufficient for its maintenance The same problem exists, 
as in Bengal, of uneconomic holdings and the splitting up of 
holdings The subdivision of tenancies is going on even more 
rapidly than in Bengal owing to the pressure of the population, 
74 per cent of the pattas or raiyatwari holdings covering 36 per 
cent of the total area have an average area of 2 4 acres 

So also writing in another connection the Floud Commission 
observe “One of the most disquieting features of the enquiries 
made for the Commission by the Director of Land Records is 
that the percentage of families holding two acres or less is 41 9 
and the percentage holding between 2 and 4 acres is 20 6 If 
these figures can be taken as representing the economic posi¬ 
tion throughout the Province, it means that two-fifths of the 
agricultural families hold an area of two acres or less, which is 
insufficient for their maintenance, and that they are compelled 
to take land as bargadars, without any legal rights, or to supple¬ 
ment their income by working as day labourers However 
we look at the problem of uneconomic holdings, we are forced 
to return to the fundamental fact that there is not enough land 
to go round There is now slightly less than one acre of culti¬ 
vated land per head of the agricultural population 

The same story is given to us by Dr Calvert with regard 
to the Punjab. The following table shows to us the size and 
distribution of cultivators’ holdings in the Punjab —* 

iJbld. p 340 

■ Report of the Land Revenue Commission, Bengal, Vol 11, 1940, p 30 
•Report, Vol I, p 86 These conclusions were based upon investigation into 
the economic conditions of nearly 20 000 families In selected villages 

•Board of Economic Enquiry, Punjab, Size of Holdings by Dr Calvert 
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Size 

Number of 
Holdings 

Percentage 
of the total 

1 acre and less 

68,664 

22.5 

1 to 2i acres 

46,917 

15.4 

2i to 5 

54,461 

17.9 

5 to 7i ” 

34,285 

112 

7J to 10 ” 

28,370 

31,000 

93 

10 to 15 ” 

10 2 

15 to 30 ” 

31,752 

6,729 

10 4 

30 to 50 ” 

22 

50 and over 

2,741 

09 

Total 

304,919 

100 0 


The total cultivated area in the Punjab was 2,193,860 acres. 
This gives us an average of 7 2 acres per family. It will also be 
noticed that 55 8 per cent of the total holdings were below 5 
acres. 

In the United Provinces, observes Radhakamal Mukerjee, 
“in the district oi Tai-npur the average size of a tenant’s holding 
is 3 5 acres In the Gorakpur District, m Pargana Sidha Jobua, 
the average holding was found at the time of the last settlement 
to be only 1 3 acres, in Hata it was 0 9 acres, and in Salimpur 
it was 0 65 acies Tt is probable that in such districts as Jaunpur 
and Gorakhpur rral thanas of which exhibit some of the 
highest records of ru^al density, more than half the cultivators 
possess imeconomic holdings on which they are working at a loss 
Such holdings, tiny as they are, are made up of small plots scat¬ 
tered all over the village 

Discussing the distribution of agricultural income. Dr V 
K R V Rao, says, “Out of 22 lakhs of registered holders of land 
in the Province of Bombay, no less than 10 lakhs had holdings 
of below 5 acres in size. In the other provinces more than 60 
per cent of the cultivators appear to own holdings of less than 

5 acres each For 73 villages surveyed by the C P. Provincial 
Bankmg Enquiry Committee, the figure was 68 per cent, for the 

6 villages surveyed by the Punjab Board of Economic Enquiry, 
70 per cent, for 2 villages m the United Provinces, 70 per cent 
and for 3 villages in Madras Presidency more than 70 per cent.^ 

Causes of Subdivision and Fragmentation 

The evidence afforded by the figures that we have quoted 
gives us a picture of an agricultural system which resembles that 
of China It is based on a multitude of tmy holdings imder con¬ 
ditions where climate, soil, irrigation and double cropping 
make it possible for a morsel of land to yield a livmg. It has 
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also to be remembered that the normal unit of rural society, as 
in China, is the patriarchal family, composed of three or more 
generations livmg together, and augmented by other relatives, 
who though not forming part of the household share the family 
budget 

We have been told that it is the increase of population m 
the country which has been responsible for the subdivision and 
fragmentation of agricultural holdmgs Thus, the Floud Com¬ 
mission tell us, “As population increases the available land per 
head of the population decreases, ” We have also been told that 
it IS the subdivision and fragmentation of land that have m- 
directly contributed to a rapidly mcreasing population People 
who live on the margm of subsistence, cultivating minute strips 
of land, can have no stake in life They have nothmg much 
to lose by multiplying Poverty and multiplication have fre¬ 
quently gone together This process of subdivision and frag¬ 
mentation IS helped by the operation of the Laws of Succession 
and Inheritance. At the time of succession every son insists on 
getting a piece of every kind of land. This results in a division 
which assumes the shape of a long ribbon or strip for every culti¬ 
vator in the village The attachment to ancestral property 
which makes the farmer stick on to a piece of the few ancestral 
acres is not a phenomenon peculiar to the Indian rural popula¬ 
tion But when we combine this attachment to the ancestral 
land with the excessive poverty of the population, we begm to 
realise the seriousness of the problem 

The Laws of Inheritance and Succession have been in ex¬ 
istence for centuries m India. In the early days land was fairly 
abundant and was not scientifically surveyed and mapped out 
as it IS today. There was a good deal of unoccupied land, so 
that an increase in the number of householders did not neces¬ 
sarily imply, as it does today, a subdivision of holdings already 
in existence The death of the head of the family, moreover, did 
not affect the solidarity of the family property. The family 
contmued its joint existence for years together Coparcenery 
was the rule, and division of property was the exception, as can 
be seen even today by the legal presumption that a Hmdu family 
IS to be regarded as joint until the contrary is proved There were 
also alternative occupations m the village for the sons of a family 
who might prefer givmg up agriculture when property was 
divided. 
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These conditions have rapidly changed during the last 
hundred years The imports of cheap machine-made goods from 
England and the Continent have gradually led to the decline, if 
not disappearance, of the handicrafts and industries which once 
marked the economic life of the village A considerable propor¬ 
tion of the village population that was hitherto absorbed in 
village industries was thrown out of occupation, and was con- 
verteci into labourers on land, eager to snatch at whatever op¬ 
portunities the limited cultivated lands of the village offered to 
them With the increasing process of ruralisation the demand 
for land increased, and this could only be met by an accentua 
tion of the process of subdivision Thus, subdivision and frag¬ 
mentation of land were not only due to the Laws of Succession 
and Inheritance, but to the land hunger created by a growing 
population incapable of being absorbed in non-agricultural occu¬ 
pations The surplus population dependent on land, which had 
already been noticed as a matter of grave concern by the 
Famine Commission of 1880, has enormously increased since 
then, eating up resources which might have otherwise been 
available for further production 

There is one more factor that enters into the situation, and 
contributes to the gravity of the problem created by excessive 
subdivision and fragmentation So long as the farming family 
was providing for its own requirements by cultivating whatever 
holding was available to it, fertility could differ from holding to 
holding without affecting the general economic system. But 
when the costs of production on the holdings have to be adjusted 
to a competitive price structure determined by international 
supply and demand, the waste of land resources which accom¬ 
panies the application of inefficient methods to small and frag¬ 
mented holdings might well be a matter of the gravest concern. 

Fmally, the village money-lender also plays a part in 
aggravating the evil “In addition to the Hindu law of Inherit¬ 
ance, unequal fertility and assessment, another cause which con¬ 
tributes to this state of affairs is the gradual absorption of large 
amounts of land into the hands of the village sowkar by means 
of foreclosure of mortgages of sales, etc. The agricultural popu¬ 
lation in consequence has only a limited area to divide among 
themselves, so far as the occupation of land is concerned.”^ 

1 Report of the Pardl Taluka Economic Enquiry Committee, 1826, p 16 
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The Question of an Economic Holding 

The question that inevitably arises when we consider the 
trend towards increasing subdivision and fragmentation of land 
IS what would be the minimum size of an agricultural holding 
which can support a family of, say, five members No answer 
can be given to such a question in abstract terms. The size of 
an agricultural holding in any country depends upon a variety 
of factors It will partly depend upon geographical and climatic 
conditions, partly upon laws and social institutions, partly upon 
the methods and technique of cultivation The ideal size of the 
holding will vary likewise with the nature of the crop, and the 
objective behind the agricultural production—whether agricul¬ 
ture is carried on primarily foi satisfying the food and other 
demands of the population within the country, or whether cash 
crops are being raised for an export market 

Thus where gram and wool are in demand, the large holding 
alone can be regaided as economic Small farms, on the other 
hand, are best suited for dairy produce, vegetable and fruit 
growing or for vine orchards. For a century and a half in 
England before 1875, there was an increase m demand for gram 
with a rapidly increasing population The rise in the price of 
cereals led to farming on a large scale with capital and scientific 
appliances But when after 1875 there was a trend towards 
falling prices in cereals, due to the cultivation of virgin soils and 
the development of rapid communications as well as of scientific 
methods, large-sized farms ceased to be profitable, and small 
holdings were found specially adapted to meet the demand for 
butter, fruits and vegetables 

Thus the question whether a holding is economic or unecono¬ 
mic cannot be settled in a rigid manner ^ That unit of holding 
IS ideal from an economic pomt of view which under given agri¬ 
cultural conditions makes for the maximum production Now 
maximum production is determined by a Law of Proportions 
Given a large holding, in order that it may yield the maximum 
return, it will require a definite amount of capital in the form 
of seed and mechanised implements and fertilisers, and also a 

^ The dUTerences In views with regard to the size of an "economic” holding, 
which we have noted In the text, are partly due to two different interpretations 
Of the word "economic ” If by an economic holding we mean one that yields a 
.......4..^ by the use of mechanised methods and agricultural technique 

we wuuiu nave lo face the problem of creating greater unemployment, due to th.. 
formation of huge farms This would imply a social revolution If, on the other 
hand, by an "economic” holding we mean one that would support an average 
family of live persons, we need not contemplate mechanised methods nor 
fundamental change in the technique of production This latter Is better described 

a subsistence holding 
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definite amount of labour. If these are not available, large-scale 
farmmg may prove unprofitable If the holding is larger than 
what the “equipment”—-capital and methods—can properly cul¬ 
tivate, economic considerations demand that it should be de¬ 
creased in size If the holding is smaller than what the equip¬ 
ment can allow, it must be enlarged An average holding of 50 
to 60 acres in England or a holdmg of 150 acres m the U.S A, 
may not be regarded as a large holding m those countries But 
a holding of 50 acres in a country like India, with an agricultural 
class living from hand to mouth and sunk in debt, with an 
equipment that may be called the minimum consistent with the 
possibility of cultivating it, may be definitely characterised as an 
uneconomic holding because it is too large 

If we turn from these abstract questions to a few representa¬ 
tive opinions expressed by experts, we find a wide variety of 
ranges Keatinge in Bombay defines an economic holding as 
one “which allows a man a chance of producing sufficient to sup¬ 
port himself and his family m reasonable comfort after paying 
his necessary expenses In the Deccan, an ideal economic hold¬ 
ing would consist of (say) 40 or 50 acres of fair land in one block 
with at least one good irrigation well”* Dr Harold Mann 
observes “An economic holding is one which will provide an 
average family at the minimum standard of life considered satis¬ 
factory the size of such a holding would be 20 acres Prof 
Stanley Jones fixed the size of a model holding which would 
enable the farmer to mamtam a fairly good standard of life at 
about 30 acres On the other hand, Sir T Vijayaraghavacharya 
regards 4 to 6 acres as “the mmimum subsistence family hold¬ 
ing,” although differences m soil, productivity, water supply, 
rotation and agricultural practice may alter the size of the 
holding 

Whatever criterion we adopt of the minimum size of the 
economic holding, taking even one acre of land per capita as 
indispensable for human nourishment as Sir T Vijayaraghava- 
charya suggests, it is obvious that we in India today fall far 
below even this minimum The crop area for the whole of India 
per capita works out at 0.78 acres, though in Provinces like 
Bombay and the Punjab the per capita crop area may be a little 
more than an acre This can be easily accounted for when we 
remember, firstly, the low rate of population growth in these 

* Keatinge. "Hural Economy in the Bombay Deccan,” pp 52-53 

* ”I.and and Labour in a Deccan Village" Vol 11, p 43 

,/Presidential Address at the 2nd Conference of the Indian Society of Agri¬ 
cultural Economics, April 1941, p 15 
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provinces and, secondly, the possibilities of alternative occupa¬ 
tions It is obvious that Bombay with an area of 124,000 square 
miles and a population of 20,000,000 is in a more favourable 
position than Bengal with an area of 77,000 square miles and a 
population of 60,000,000 Whilst the population of Bombay in¬ 
creased by 32 per cent between 1881 and 1931, that of Bengal 
increased by nearly 38 per cent and that of Madras by 51 6 per 
cent So also whilst 64 per cent of the population of Bombay 
Province are dependent on agriculture, m Madras the percentage 
IS 68 and in the UP 793 
Measures for Consolidation 

We have been told that consolidation of hoHvigs is one of 
the effective methods of meeting the evils of fragmentation Very 
often there is a confusion in the mmds of those who discuss the 
problem, between the evils arising from the uneconomic charact¬ 
er of the holding, due to its size as a whole, and the ev.ls due to 
the fragmented character of the holding Consolidation is sug¬ 
gested as a remedy for fragmentation, but even after consolida¬ 
tion has been effected, the size of the holdmg may still remain 
too small for adequately supporting an average family 
Measures in the Punjab 

In the Punjab, the experiment of consolidating holdmgs was 
started with the help of co-operative societies m 1920 The total 
area consolidated upto the end of July, 1939, was a million acres 
out of 34,000,000 of cultivable land The difficulties ex¬ 
perienced in the work of the co-operative societies were sought 
to be overcome by the Punjab Consolidation of Holdings Act of 
1936, which gave power to officers for preparation of schemes 
and settlement of disputes among right holders We are told 
that as a result of consolidated holdmgs litigation has decreased, 
rents have risen, outturn of crops has increased, new land has 
been cultivated, housing conditions have improved and farming 
has become more intensive On the other hand, it has been 
pointed out that there is a dislike to the idea of exchange of 
plots, the bigger owners have opposed repartition, as also mort¬ 
gagees who fear alteration Lastly it has to be kept m mmd 
that the homogeneity of soils and simplicity of land tenure 
characteristic of the Punjab which favour consolidation are not 
to be found m other parts of the country 
The Central Provinces 

The Central Provinces Government have likewise viewed 
measures for consolidation with favour. They maintain that it 
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has stimulated cultivators to improve their lands, saved a good 
deal of time and labour, made the watching of crops cheaper, 
mmimised the chances of theft during harvest, led to the con¬ 
servation of manure and checked the wastage of fodder by small 
holders. They say “Under the existing Hindu and Moham¬ 
medan Laws of Inheritance, further subdivision cannot be check¬ 
ed legally But the good effect of consolidation can be seen in 
the fact that the old practice of subdividing each and every field 
into as many small bits as there are shareholders is becoming 
less common The shareholders try to take compact blocks and 
adjust the differences m value by larger or smaller area ^ 

Baroda 

It IS obvious that for meetmg the evil of subdivision and 
fragmentation and providing economic holdings to the cultiva¬ 
tors, two kinds of measures are necessary (1) measures pre¬ 
venting subdivision beyond a particular limit and measures 
ensuring priority rights which would check fragmentation, 
(2) consolidation by legislation or by voluntary co-operation 

In Baroda, a Committee was appointed by the Government 
in 1917 with a view to stopping the excessive subdivision of agri¬ 
cultural holdings On the recommendations of the Committee 
an Act for the consolidation of scattered holdings was passed in 
1920 The Act was a permissive one, and could be applied by 
notification to any village where two-thirds of the khatedars 
holding at least one half of the total occupied land of the village 
desired it When the Act is applied, the Land Commissioners 
are to redistribute the holdmgs so that each khatedar may get 
in one piece land equal to the amount of his previous holding in 
small and scattered pieces put together 

As no substantial advantage was taken of the Act, a second 
committee was appointed in 1922 to advise on the question As 
a result of this committee’s recommendations, co-operative 
societies for the consolidation of holdmgs were organised. Pro¬ 
vision was made in the Partition of Immovable Property Act to 
prevent fragmentation below prescribed limits Still the pur¬ 
pose of the Act could be defeated by transfers through sale and 
mortgage. To counteract this, an Act of 1933 gave neighbours 
and coparceners a right to purchase adjoining land under pre¬ 
scribed limits, and intending sellers were required to inform 
neighbours of their intention 

> Quoted In a Paper read by K C Ambegaokar—Proceedings of the 1st Con- 
ferpnce of the Indian Society of Agricultural Kconomlcs. 1940. p 34 
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Commenting on these Acts Sir M B. Nanavati states, “The 
only best way is for the Government to purchase all the land, 
plot it out again and sell the fields by auction ” 

Other Provinces 

Apart from the Punjab and the Central Provinces, consolida¬ 
tion has also been undertaken on co-operative lines in the 
United Provinces since 1926 and m the North-West Frontier 
Provinces since 1930 By 1939, 25,000 acres have been reparti- 
tioned in 93 villages, the plots bemg brought down from 41,000 
to 4,000 in the United Provinces, while in the N W F Province 
26,000 acres have been repartitioned, the number of plots being 
reduced from 38,000 to 7,500 The progress has been very slow, 
and, according to Strickland, “The time for reliance on co¬ 
operative consolidation societies is now passed In Bengal, no 
practical scheme for consolidation has been evolved, due to the 
reluctance of landlords and tenants to exchange their present 
plots The Bengal Board of Economic Enquiry which made an 
enquiry in this connection considered that consolidation of hold¬ 
ings, though desirable, was not practicable So also the Floud 
Commission observe “We are agreed that although consolida¬ 
tion IS desirable in Bengal, there would be great difficulties in 
carrying it out, and it would not benefit cultivators to the same 
extent as in the Punjab” The Commission point out that tvo 
causes favoured the consolidation legislation in the Punjab, (a) 
that the crops depend entirely on irrigation, so that the peasant 
whose plots are consolidated is in a position to sink a well, and 
(b) that there is very little subinfeudation in the Punjab 

In Sind subdivision is not regarded as excessive In Madras 
the problem has not been considered sufficiently serious, and 
conditions are such as to make consolidation difficult The 
Madras Provincial Economic Council reported in 1928—and its 
conclusions were endorsed by the Madras Government—“Though 
fragmented holdings involved some waste of time and labour, 
they have not, as in the Punjab, led to land going out of cultiva¬ 
tion, or impeding the development of irrigation by wells, because 
the conditions prevailing in Madras and the Punjab are different. 
Well irrigation in Madras is confined to small areas under valu¬ 
able crops, and small holdings are not a handicap. Paddy cul¬ 
tivation IS best carried on m small plots to secure an even level 
over the whole land, and one man’s land is split up into smaller 
plots for convenience of cultivation ..The disadvantages of 

> Strickland "Consolidation of Agricultural Holdings,” 1939, p 13 
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fragmentation are discounted to a great extent by the agricul¬ 
tural and other conditions prevailmg in each tract, and in some 
parts it cannot be said that it is detrimental to the best interests 
of the cultivators The Punjab has achieved striking results in 
consolidation by persuasion With the disadvantages of frag¬ 
mentation less obvious and the problem less acute, the same 
degree of co-operation cannot be expected in Madras Nor is 
the solution so easy as in the Punjab, where there is apparently 
less variety in the nature and the quality of land from block to 
block than in most of this Presidency 

It thus appears that there has been no general agreement 
regarding the desirability and practicability of measures for con¬ 
solidation In some of the places where fragmentation exists 
it is urged that it is not necessarily an evil Even where the evil 
IS admitted, the practicability of stopping it by consolidation is 
questioned Consolidation is regarded as a temporary palliative, 
unless it IS effected from generation to generation, or legislative 
restrictions are imposed on subdivision and partition of land 
Concluding Observations 

What then, we ask again, are the measures that will enable 
the country to escape from the consequences of fragmentation 
and subdivision’ We have had proposals for (1) consolidation 
of holdmgs, (2) defining an economic holding that could be made 
immune by legislation from further subdivision, and (3) changes 
m the Laws of Succession and Inheritance 

(a) In considering these proposals, it must, m the first 
place, be remembered that they are interconnected and inter¬ 
dependent, and that any one of them taken by itself will be 
ineffective unless it is supported by the adoption of the others 
The idea of equal inheritance by birth is deeply engrained in the 
minds of the people, and it might take a long time before a 
radical change of this kind can meet with co-operation on the 
part of the masses 

(b) If an economic holdmg is to serve the purposes of an 
improved agriculture, the holder must not only be freed from 
the burden of his old debts but be provided with adequate finance 
for his seeds and cattle and implements. 

(c) It must also be remembered that where cultivation 
depends upon the uncertainties of rainfall, the distribution of 
holdings in different soils may be an advantage. In many parts 

> Quoted by K G Ambegaonkar, op dt, pp 27-8 
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of India two or more crops are grown in dispersed fields, so that 
while a dificiency in rainfall may destroy one crop, there may 
be better returns from other fields 

(d) Consolidation can only be effective if it is associated 
with scientific reclamation of land which has been classed at 
present as “cultivable waste other than fallow ” The terrible 
wastage of our land resources has been estimated by R K Das at 
70 per cent of our total resources in land ‘ 

If the pressure of war can make it feasible to bring under 
cultivation five million acres of land, it would be equally feasible 
from a long-run point of view to plan a systemahc utilisation of 
our culturable waste, which is today estimated at 98 million 
acres, in times of peace 

(e) But not even all these measures would ensure the 
success of consolidation and of change in the Laws oi Inheri¬ 
tance, unless subsidiary occupations in the villages, the introduc¬ 
tion or revival of cottage mdustries, and the organisation of 
large-scale production absorb a substantial part of the semi-idle 
inefficient labour which today contributes to the inefficiency of 
our agriculture With increased size of the holdings, there must 
also be provided greater facilities in the shape of credit for the 
movement and marketing of crops 

(f) The success of any measures with regard to consolida¬ 
tion will depend upon their place in a comprehensive economic 
and social programme Any isolated measure, any tinkering 
with the problem, any patchwork such as is characteristic of a 
laissez-faire tradition can only aggravate instead of solving the 
difficulties that confront our agriculture 

(g) Finally, we must not lose sight of the complexity of 
the problem The fragmented and imeconomic holdings have 
brought about progressive agricultural deterioration and 
aggravated the poverty of the masses Increasing indebtedness 
has accelerated the process of expropriation of land by non- 
agriculturists, and increased the agricultural proletariat burden¬ 
ing the land Preventive measures in the form of legislation, 
such as we have discussed, will not solve the problem It has 
been urged that co-operative farming on a voluntary basis may 
succeed where legislation of a preventive character may fail. 
It might be safely stated, however, that even compulsory co-ope¬ 
rative farming, within the limits of the present socio-economic 

1 "Industrial Efficiency of India,” 1930,, p 13 
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Structure, with all the aid that it can receive from the State 
in matters of seeds, implements and credit, cannot cope success¬ 
fully with the problem of our deficit agricultural economy, so 
long as our agriculture continues to be dependent on competitive 
prices 

If, instead of resorting to measures of a tinkering and halting 
character, we consider the possibility of a redistribution of land 
with consolidated holdings and co-operative large-scale produc¬ 
tion, such measures may have revolutionary implications, in¬ 
volving a prolonged struggle with vested interests, ranging from 
the moneylenders to the feudatory and absentee landlords, not to 
mention the sentimental attachment to the land of existing 
owners and to the laws of inheritance and succession We are 
faced with a dilemma which it is difficult, if not impossible, to 
resolve The choice lies between drastic and radical measures 
planned with a view to bring about reconstruction of our social 
and economic organisation, or a continuance of the present 
planless drift, with sporadic attempts at halting reforms which 
may end m a grave agricultural crisis followed by a violent re¬ 
volution. As J S. Mill has observed, “When the object is to 
raise the permanent condition of people. smaJl means do not 
merely produce small effects, they produce no effects at all ” 

CHAPTER XI 

RURAL DEBT AND RURAL FINANCE 
Agricultural Indebtedness 

The question of rural indebtedness has always been reco¬ 
gnised as an important factor that accounts for the low agricul¬ 
tural productivity of land m India The Central Bankmg En¬ 
quiry Committee estimated the total volume of agricultural 
indebtedness in 1931 at roughly 900 crores of rupees This esti¬ 
mate was arrived at on the basis of data supplied by the different 
Provincial Banking Enquiry Committees Sir E Maclagan 
observed m 1911 that “it is acknowledged that the indebtedness 
has risen considerably during our rule, and more specially during 
the last half century The reports received from time to time 
and the evidence of annual sale and mortgage data show clearly 
that there has been a very considerable increase of debt during 
last half a century” 

Volume of Indebtedness 

That the volume of agricultural indebtedness m India is 
steadily growing was pomted out long ago on abstract grounds 



RURAL DEBT AND RTOAL FINANCE 


18& 


based upon the general characteristics of this indebtedness. The 
Provincial Banking Enquiry Committees confirmed this belief on 
statistical data. The Punjab Banking Enquiry Committee 
observed that the total agricultural debt in the Punjab increased 
from 90 crores in 1921 to 135 crores in 1929. The agricultural 
depression that started in 1929 has subsequently mcreased the 
rural debt of India by 50 to 100 per cent The resurvey of the 
Faridpur District in Bengal in 1933-34 by the Bengal Board of 
Economic Enquiry after a quarter of a century (the first was 
carried out by J C Jack in 1906) showed that 16 9 per cent of 
the families were free from debt, whereas 55 per cent were free 
at the time of the first enquiry The figuies given by Darling 
reveal the same story of the growth of indebtedness If these 
figures can be relied on, they show that four-fifths of the peasantry 
are in the grip of money-lenders Between 1921-29, the rural 
debt of the Punjab increased by 50 crores The debt per culti¬ 
vated acre in 1929 amounted to Rs 45 and per head of dependants 
on agriculture to Rs 104 The catastrophic fall in prices in 1929 
has nearly doubled the real burden of debt The report of the 
Agricultural Credit Department of the Reserve Bank of India 
estimates the present indebtedness m terms of commodities at 
Rs 1,800 crores in 1937 

As early as 1875, a commission appointed to enquire into the 
causes of the agrarian riots in the Deccan examined the question 
of the causes responsible for agricultural indebtedness Later on, 
Nicholson in Madras enquired into the same problem, and arrived 
at practically the same conclusions Still later, the Provincial 
Banking Enquiry Committees undertook a detailed investigation 
into the causes of agricultural indebtedness, and their conclusions 
were in agreement with the conclusion of Nicholson 

Dr Radhakamal Mukerjee supplies the following statistics 
showing the state of indebtedness in different parts of India as 
judged by intensive enquiries in different villages —^ 

ITear Locality Free of Debt 

1888 Agra District Tenantry 22 per cent 

1894 Nagpur (18,000 tenants) 40 ” ” 

1901 Baroda State Nearly 40% of all land- 

owners 

1907 Faridpur (Bengal) 55 per cent 

1918 Chhindwara (CP) 28 ” ” of all resident 

tenants 

1919 Mysore State (24,350 co-operators) 37 ” ” 

1923 Punjab 17 ” ” 

1925 Murshidabad (Bengal) 12^ ” ” 

1926 Jessore (Bengal) 20 ” ” 

> “Land Problems of India," 1833, pp 274-5. 



190 


OUR ECONOMIC PROBLEM 


The amount of average indebtedness in different parts of 
India is indicated in the following table. 


Year 

lb&6 


l')0/ 

1913 

1917 


il'iO 

1919 


Locality 

9 villages in Sialkot, Gujranwalla 


and Shahpur (Thobum’s enquiry) 
43,733 proprietors (a) 

(Darling’s enquiry (b) 

12 villages in Ahmednagar 
Faridpur District 
Baroda State 
Pimpla Saudagar Village 
(Deccan) 

Ajmei, Merwara (10,779 co- 
operators) Chhmdwara 
Be^igal (4,000 co-operators) 
Mysore (24,350 co-operators) 


Amount of Debt 
Rs 562 per indebted owner 


Rs 463 ” head 
Rs 385 ” owner 
Rs 371 ” occupant 

Rs 121 ” indebted 
cultivator 

Rs 450 ” indebted holding 
Rs. 225 ” indebted family 
Rs 379 ” co-operator 
Rs 112 for ordinary tenants 
Rs 120 per co-operator 
Rs 273 ” indebted co- 
operator 

We also provide below a table showing estimates of agri¬ 
cultural debt made in different years for different provinces — 


Various Estimates of Rural Indebtedness 
Estimated by Year of Amount of mdeb- General Remarks 
Enquiry tedness in rupees 


The Deccan 
riots Commission 

1875 

371 pel occupant 

Based on analysis of 12 
villages m the Ahmednagar 
district (Bombay), one-third 
occupants of Government 
land in debt, debt averaged 
18 times the assessment 

The Famine 
Commission 

1880 


One-thurd of landholding 
class m deep debt, another 
one-third in debt, but with 
power to redeem debt 

Sir Frederick 
Nicholson 

1895 

45 crores 

Of Madras only 

The Famine 
Commission 

1901 


One-fourth lost their land 
m Bombay Less than one- 
fifth free from debt 

Sri Edward 
Maclagan 

1911 

300 Cl ores 

For British India on the 
basis of Sir Nicholson’s 
estimate for Madras 

M L Darhng 

1925 

600 crores 

Based on the Punjab figures 
of 90 crores, 19 times the 
assessment, but taking 17 as 
the multiplier 

The Central 
Bankmg Enquiry 
Committee Re¬ 
port 

1929 

900 crores 

Based on Provincial Banking 
Enquiry Committee Re¬ 
ports 

P J Thomasi 

1939 

1,200 crores 


Agricultural 

Credit Dept 

Report 

1937 

1,800 crores 



“11 the total agricultural debt ol British India was about Rs 900 crores in 
1928-9, it must have increased to about 1200 crores by 1933, and the real burden 
must be tantamount to Rs 2200 crores assuming fall in price by 60% between lowi 
snd WM” (Rur^ Indebtedness by P J Thomas in “Economic Problems of Modem 
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Estimated by Year of Amount of indeb- General Remarks 
Enquiry tedness in rupees 


Year 

Locality 

Amount of Debt 

Bombay 

{including Sind)i 

1929 81 crores 

15 times the assessment 
Average debt par land hold¬ 
ing family Rs 570 and per 
landless family 189, per¬ 
centage of families free from 
debt, 21 m N Gujarat, 23 
in S Gujrat, 29 m Konkan 
and 13 in Sind 

Madras 

150 crores 

19 times the assessment 

Bengal 

100 crores 

Average debt per family 
Rs 160 

United Provinces 

124 crores 

27 times the assessment 

Punjab 

135 crores 

m 1929 as against 19 tunes 
m 1921, growth of 50 per 
cent in 8 years Average 
debt per agriculturist Rs 104 
m 1929 as against 76 m 1921 

Bihar and Orissa 

155 crores 

Rs 129 crores for ordmary 
cultivators, Rs 24 crores 
for landlords and Rs 2 
crores for other house¬ 
holders 

CP and Berar 

36i crores 

Rs 227 per family 

Assam 

22 crores 

21 times the assessment 
only 15 per cent of families 
are free from debt 


Causes 

The table of estimates, which we have provided, can at the 
best give us a rough idea of the agricultural indebtedness in our 
country A characteristic feature of this agricultural debt is its 
hereditary nature The debt is handed down from generation 
to generation The son has often to borrow in order to pay the 
interest charges on the amount borrowed by his father Under 
the joint family organisation, the debt incurred by the head 
of the family is not a personal debt which becomes extinct on 
the death of the borrower, but is attached as it were to the 
property, and is passed on from father to son 

In the second place, the interest charges which the borrower 
has to pay have necessarily to be high The only available 
source of credit to the cultivator sunk in poverty is the village 
marwari or the sahukar who know the difficulties of the borrower, 
the paucity of the chances of repayment, and the difficulties m 
the way of his enforcing such repayment Although the village 
money-lender has in the past performed a valuable economic 

lade by the Provincial Banking 
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function in the life of the village, his activities have now become 
anti-social With the abeyance of the old village custom of 
Damdupat, which prohibited him from receiving more than 
double the sum originally lent, he often charges exorbitant rates 
of interest, manipulates accounts, and ultimately deprives the 
agriculturist of his land 

Thirdly, m a country where agriculture is a gamble in the 
rams, and where one out of every four or five years may be a 
year of scarcity if not famine conditions, the cultivator who barely 
makes a subsistence when the harvest is plenty, is inevitably 
compelled to borrow m a year of scarcity Frequently his seeds 
may rot, his cattle may die, he may need renewal of agricultural 
implements or repairs to his village hut, all these are occasions 
for resorting to the village money-lender, the only person who 
can help him in his hour of need There are other and less 
frequent occasions when the cultivator has to borrow for the 
performance of ceremonies like marriage or death, or the arrival 
of a new child, occasions when he is said to be unnecessarily 
extravagant, spending thoughtlessly and lavishly to keep up 
social prestige in the eyes of his fellow villagers In these mate¬ 
rialistic times, the East has scarcely a chance of being understood 
on occasions like these, when the grateful human heart struggles 
to express its sense of gratitude to the Gods without counting 
the cost 

Fourthly, in considering the causes of indebtedness the 
heavy burden of the land assessment, which is a primary charge 
on the crop and on the land, has to be taken into account The 
assessment demands can only be met by borrowing, not only 
when the rains are timely and the crops abundant, but even 
when there is a failure of the crops—an eventuality of regular 
occurrence once every few years An agricultural population 
which lives on subsistence level cannot help regularly borrow¬ 
ing every year on the occasion of paying the first instalment 
of the agricultural assessment, which is usually collected at the 
time when the harvest is not yet gathered and marketed As a 
matter of fact, long before the harvest is marketed the crop is 
pledged to the money lender, who may thus deprive the culti¬ 
vator of the prospective benefits due to marketing under more 
favourable conditions 

Fifthly, whether in the Zammdari tracts or m the Ryotwari 
areas, wherever sub-letting is practised, the presence of a large 
and increasing body of middlemen having interest m land adds 
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to the burden of the small farmer affectmg his volume of indeb¬ 
tedness. We must add to these considerations one more, namely, 
the increasing land hunger which makes large numbers of land¬ 
less people borrow money for the sake of purchasing an uneco¬ 
nomic holding—the only alternative to starvation. 

The Banking Enquiry Committee point out that it is very 
rarely that the cultivator borrows from the village money-lender 
for the purpose of improving the land. The Committee noticed 
that this indebtedness of the agricultural class leads to the trans¬ 
fer of land to the money-lenders and contributes to the creation 
of an ever increasing landless proletaiiat 

When we look at the problem of agricultural indebtedness 
as a whole, it is not so much the volume of the debt that engages 
our attention as the circumstances under which it has grown 
during the last few decades The village marwari and the 
mahajan have been centuries old institutions They helped the 
economic life of the cultivators in the long past without creat¬ 
ing the serious problem of the present day To ascribe the rural 
indebtedness to factors like improvidence and love of litigation, 
and to cavil at the poor agriculturist on the ground that he is 
thriftless, implies confusion m understanding the problem of in¬ 
debtedness If the agricultural debt is a symptom of a serious 
economic malady today, it is because, in the first place, the cul¬ 
tivating classes are shouldering the debt on fragmented farms 
which even experts cannot work at a profit, and which cannot 
yield even mere subsistence In the second place, the rapidity with 
which the debt is growing can be accounted for in the context 
of the whole agricultural economy which, whilst it remams an 
economy of the subsistence type, has been tied to the apron- 
strings of the world market and world prices But whilst the 
cultivator has thus been drawn into the whirlpool of world 
prices, he has been neither supplied with the organisations nor 
the credit facilities which are within the reach of the farming 
classes, in countries like the USA, Canada, Denmark and Ger¬ 
many. The ryot used for centuries to a subsistence economy is 
surrounded by powerful organisations of buyers, who make it 
difficult for him to obtain a fair price for his produce What is 
worse, he cannot hold on to his crop even in times of plenty, 
mainly due to lack of proper credit facilities 
Analysis of Objects for which debt is incurred 

Madras Provmce may be taken as a typical illustration of 
the rapid growth of agricultural debt. Nicholson estimated the 
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total debt of the province in 1895 at Rs 45 crores. The Banking 
Enquiry Committee m 1930 estimated the total standing debt at 
about Rs. 150 crores, and the debt from year to year at about 
Rs 70 crores Mr Sathianathan, an I C S officer, in a report in 
1934 on the question of rural indebtedness estimated the total 
debt at Rs 200 crores. Mr Sathianathan’s detailed surveys 
based on an enquiry into 141 selected villages, disclosed that 
the purposes for which the debt was incurred might be classified 
as below —^ 


Purpose Percentage 

Payment of prior debts 25 1 

Purchase of land 13 8 

Trade 12 9 

Marriage and other ceremonies 10 5 

Agricultural expenses 10 0 

Building of houses 5 6 

Relief of distress 6 1 

Improvement of land 4 4 

Payment of land tax 3 3 

Education of Children 1 4 

Other purposes 6 9 

Total 100 0 


Similarly, the debts of 52 families of Karimpur Village, 
Bogra District, for 1928-29 show the following causes of 
indebtedness —^ 


Purpose Percentage 

For payment of old debts 14 3 

Purchase of cattle and capital and permanent 
improvements 40 0 

For land revenue and land 21 1 

For cultivation 16 1 

For social and religious purposes 5 5 

For litigation 0 6 

For other purposes 2 4 

Total 100 0 


A survey of some villages in the Cuddalore Taluka con¬ 
ducted by Dr Narayanswami Naidu and Mr P Vaidyanathan 
gives us the purposes for which the debt (50 families) was 
mcurred as under — 


Purpose of Borrowing Percentage 

Ancestral debts 53.0 

Agricultural expenses 13 7 

Trade 5 2 

Domestic expenses 5 3 

Marriage and social functions 7 9 

Buymg and social functions 1 6 

Other purposes mcludmg payment of land 
Revenue which forms a big proportion 13 3 

Total 100.0 


» Quoted In the Report of the Committee on Co-operation In Madras, p 73 
■Percentages are calculated from the figures given in the Bengal Provincial 
Committee Report, p 72 



RURAL DEBT AND RURAL FINANCE 195 

The authors of the survey observe. “To certain extent the 
incidence of land revenue influences indebtedness This is true 
especially during the depression when there is a fall in prices 
and the value of money has increased The half net theory of 
the Government according to one writer has become the ‘all net 
theory’ It is usual to exaggerate the expenses on marriages 
The percentage of this kind of debt compared with others is 
very low 

The tables that we have given are useful as showing that 
love of litigation and social and religious purposes are not the 
most important amongst the objects for which the debt is in¬ 
curred by the rural classes The charges of improvidence and 
extravagance against the Indian peasantry are not borne out by 
these enquiries The first of these tables shows only 11 per cent as 
debt incurred for marriage and other ceremonies while the 
last one only 8 per cent The litigation figures given in the second 
table shows only 0 6 per cent as debt incurred for such purpose 
These figures bear out the remarks of the Deccan Riots Com¬ 
mission in 1875, “Undue importance has been given to the 
expenditure on marriage and other festivals The expenditure 
forms an item of some importance in the debit side of the ryot’s 
account, but it rarely appears as the nucleus of his indebtedness ” 
Measures for Relief of Debtors: (a) Madras 

Coming to a review of the recent measures adopted in the 
various provinces for the relief of indebtedness, the following 
measures were undertaken by the Madras Government after 
1934 These measures may be classified under three heads 
<1) Measures of relief by reduction of capital The Madras 
Debtors Protection Act of 1935 was intended for the protection 
of borrowers below Rs 500 It prescribed maximum rates of 
interest, and required creditors to maintain proper accounts 
The Agriculturists Loan Act, 1884, was amended in 1935, and 
the Madras Government advanced in three years about Rs 25 
lakhs for loans for redeeming prior debts 
(2) The Madras Debt Conciliation Act, 1936, legislated for volun¬ 
tary settlement of debts by Debt Conciliation Boards Very 
little, however, was achieved by this Act 
<3) The Madras Agriculturists Relief Act, 1938, provided for a 
compulsory scaling down of rural debts through Civil Courts, 
by fixing the maximum rates of interest and writing off rent 
arrears. Between March, 1938, and July, 1940, Rs. 2 crorea 


Indian Journal of Economics, Vol XIX. 1938-39, pp 529-30 
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and 5 lakhs were scaled down and 48 per cent of the original 

debt was remitted 

The Madras Committee on Co-operation, 1939-40, recom¬ 
mended a simple Rural Insolvency Act ^ It also recommended 
statutory control of the professional money-lender, providmg for 
compulsory licensing of money-lenders, maintenance of accounts, 
fixation of a maximum rate of interest and prohibition of com¬ 
pound rate of interest 

The Madras Committee summing up the situation with regard 
to indebtedness observe “We are conscious that many of the 
measures already taken by the Government or recommended by 
us involve departures from the prmciples of freedom of contract 
and of the sanctity of formal undertakmgs But we must place 
the prosperity of agriculture—^which means the general pro¬ 
sperity of the country—above all other considerations ‘Agri¬ 
culture as a producer of wealth, as an employer of labour, as a 
fine mode of life, as a provider of homes for men, as an industry 
which develops some of the finest qualities of those engaged m 
it deserves substantial and reasoned support’ from the Govern¬ 
ment, Legislature and the public 

This statement may be welcomed as a belated and reluctant 
recognition of the need for corporate action But neither the 
Royal Commission on Agriculture nor the Madras Committee 
on Co-operation can look beyond a future in which the money¬ 
lender will continue to ply his trade, and village co-operative 
societies will meet the reasonable demands for productive credit 
in the areas covered by their activities 
(b) Punjab 

The history of legislation on money lending in the Punjab 
also warns us against too optimistic a view of such legislation 
The Redemption of Mortgages Act, 1913, was followed by the 
Usurious Loans Act, 1918, under which courts were empowered 
to reopen a transaction provided it was substantially unfair 
between the parties and the rate of interest charged was exces¬ 
sive The Punjab Regulation of Accounts Act, 1930, secured 
an improved system of keeping accounts and prescribed the 
methods in which accounts were to be maintained by 
money-lenders The Punjab Relief of Indebtedness Act, 
1934, provides for the constitution of Debt Conciliation 

1 Cl Agricultural Commission Report "Just as creditors have the right to insist 
that all the debtors’ assets should be impounded and applied towards the payment 
of the debts, so also the debtor who has given up all his assets should have the 
clear right to be allowed to earn his living if he can, and to free to make a new 
start in life ’’ P 441 

•Report on Co-operation, 1940, p 96 
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Boards The Punjab Debtors Protection Act, 1936, afforded im¬ 
munity to certain kmds of property from being proceeded against 
in execution proceedings The Punjab Alienation of Land Act 
as amended upto 1939 prevented the passing of the land from 
the hands of agricultural classes to the hands of the non-agricul- 
tural classes The general effects of this legislation have not been 
pronouncedly very favourable The number of money-lenders in 
the villages has decreased, their power has increased The value 
of land as security has decreased Money-lenders have discon- 
tmued lending except to old clients There has been a general 
shrinking of rural credit One feels tempted to observe that 
legislation by itself can never solve the problem of indebtedness, 
and that debts are bound to grow with a deficit economy in the 
absence of a comprehensive planning for agricultural develop¬ 
ment 

Recent Provincial Legislation 

On a general review of the legislative measures adopted in 
the provinces, it would appear that there have been four directions 
in which efforts have been made to handle the problem of indebted 
ness, (a) control of land alienation, (b) attempts to liquidate the 
old debt, (c) attempts to control the existing credit machinery, 
and (d) substitution of facilities for credit in the shape of co-ope¬ 
rative societies 

(a) The Deccan Agriculturists Relief Act of 1879 was one of 
the earliest measures for dealmg with the problem, and sought to 
prevent the alienation of land from the agricultural in the non- 
agricultural classes A similar provision was embodied in the 
Punjab Alienation Act of 1900, subsequently amended in 1907 and 
1938 The Bihar Money-lenders Act of 1938 exempted a minimum 
holding from sale m execution of decrees. 

(b) The Insolvency Act of 1920 provided for the protection 
of the debtors agamst arrest and imprisonment in cases where the 
debt amounted to Rs 500 and over The Punjab Relief of 
Indebtedness Act of 1934 and the Central Provinces Insolvency 
Amendment Act of 1935 reduced the amount from Rs 500 to 
Rs 250 The Bengal Agricultural Debtors Act of 1938 provides 
for a Board of Conciliation which may declare a debtor insolvent 
if his assets are not sufficient to repay the debt within twenty 
years The certifying officer under the Act njay also declare a 
debtor insolvent if he thinks that the overdue instalments cannot 
be recovered 

Debt Conciliation and Arbitration were provided for by the 
C P. Debt Conciliation Act of 1933, and by similar Acts in the 
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Punjab, Bengal, Madras, Assam and Bombay These Acts provide 
for the settlement of outstanding debts through Conciliation 
Boards and the Registration of Agreements so as to give them the 
effectiveness of decrees Certificates could be issued to the debtors 
making a fair offer to the extent of 40 per cent of the debt, and 
prohibiting interest in excess of the principal amount ^ 

(c) After the agricultural depression that started in 1929, 
most of the Provincial Governments have enacted Acts, limiting 
the rate of interest charged by money-lenders, recording terms 
agreed upon between the creditor and the debtor, providing for 
the registration of money-lenders and for the furnishing of 
accounts to the debtor The following table shows legislative 
restriction of rates of interest in some of the Provinces — 

Province Name of the Act Rate of interest 

Per annum 

Secured Unsecured 

Loan Loan 


Bengal 

Money-lenders Act, 1933 15 

per cent 

15 per cent 

Punjab 

Relief of Indebtedness Act, 1934 

12 

18J ” 

Madras 

Debtors Protection Act, 1934 

9 

15 

UP 

Usurious Loans Act, 1934 

12 

24 

CP and 




Berar 

Usurious Loans Act, 1934 

12 

18 

Assam 

Money-lenders Act 1934 

121 ” 

18i ” 

Assam 

” ” 1937 

91 ” 

121 ” 

Bihar 

” ” 1938 

9 

12 

Bengal 

’ 1938 (cash loans) 

9 

25 


” ’ (kind loans) 

15 

25 

Bombay 

” ” 1946 

6 

9 

(d) 

As for the substitution of cheaper credit 

agencies in 


the place of the village money-lender, we shall consider the 
question in a separate section. 

Review of the Working of Debt Legislation 

(a) The brief references that we have made to the legislation 
undertaken by the Provincial Governments indicate, in the first 
place, that these Governments have endeavoured to scale down 
the debts by setting up Debt Conciliation Boards on a voluntary 
basis, and in recent years have legislated for a compulsory cutting 
down of principal or interest The Debt Conciliation Boards have 
achieved substantial results m some provinces In the Central 
Provinces and Berar, the total debt of Rs 15 6 crores has been 
scaled down to Rs 7 7 crores In Bengal till the end of March 1944 a 
total debt of Rs 5 croret. has been reduced to Rs 18 crores, that is, 

1 Recently the Government of Bombay have passed the Bombay Agricultural 
Debtors Relief Act. 1947, repealing the earlier Act of 1939, which aims at scaling 
down the debt, pro rata to the paying capacity of the debtor through the agency of 
the Court of Civil Judge The Judge is empowered to declare the debtor insolvent 
if his assets are insufficient to liquidate the debt in twelve instalments 
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by over 64 per cent. Similarly in Madras, a total amount of Rs 5 
crores was scaled down to 2 65 crores by courts of law during 28 
months ending June, 1940 In the Punjab during one year ending 
31st December 1940 debts of Rs 9145 lakhs were scaled down by 
Rs 55 6 lakhs ^ It has been pointed out by way of criticism that 
the high limits on debts which could be conciliated (Rs 50,000 
under the C P Act and Rs 15,000 under the Bombay Act) confers 
benefit on a type of debtors who ought not to get any relief 

In the second place, the absence of facilities for repayment 
of the decretal amounts in cash hampers the successful working 
of the Debt Conciliation Boards Wherever, therelore, we are 
told there are Debt Conciliation Boards, it is desu able to establish 
Land Mortgage Banks which can take over the liabilities of the 
agricultural debtors 

Thirdly, the C P Land Revenue Report, 1937, pointed out that 
under the Debt Conciliation machinery the debtor finds it difficult 
to secure fresh credit until the last of his instalments is paid It 
is necessary, therefore, that the Debt Conciliation Board take into 
account the repaymg capacity of the debtor after he has provided 
for the maintenance of his family, rents and taxes, his dues for 
the repayment of short-term funds and for the next year’s culti¬ 
vation needs 

(b) Provincial Governments have also sought to regulate 
existing credit agencies by Money-lenders Acts Most of these 
Acts provide for compulsory registration anl licensing of money¬ 
lenders, maintenance of accounts and furnishing of receipts It 
IS desirable to have uniform legislation m this connection for all 
the provinces Registered money-lenders could be linked up with 
the Reserve Bank of India and granted rediscount facilities on the 
same terms as banks The enforcement of maximum rates of 
interest is always attended with difficulties It has been said that 
the mam purpose of such legislation is educative rather than 
preventive Wherever maximum rates have been fixed, creditors 
do not claim higher interest rates than those fixed when they 
resort to a Court of Law for the recovery of dues 

(c) The third task to which the Provincial Governments 
addressed themselves was the enactment of safeguards for pro¬ 
tecting the person and property of the agricultural debtor Some 
provinces like Bihar, Bombay and Bengal provide that a mini¬ 
mum portion of the land and dwelling house of the debtor should 
be exempt from attachment or sale In the C P, Bombay and 

* Report, Agricultural Finance Sub-Committee, p 12 
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Bengal, molestation of the debtor by the creditor for the re¬ 
covery of dues IS made a criminal offence The Punjab Restitu¬ 
tion of Mortgaged Lands Act, 1938 provides that a mortgagor 
should be entitled to seek restoration of his mortgaged land 
through a court where land has been in the possession of the 
mortgagee for a length of time which enables the latter to secure 
the repayment of his principal over and over again. 

It has to be remembered, however, that even comprehensive 
debt legislation such as the Provincial Governments have under¬ 
taken during the last ten years, cannot solve our agricultural 
problem, unless it is supplemented by measures which can effect 
far reaching improvements in agricultural production ^ 

The debt of the cultivating classes is but the symptom of a 
deeply rooted disease The legislation that we have briefly 
reviewed may be regarded as of the nature of ambulance work, 
stopping the bleeding and the source of further infiltration of 
the disease, by applying antiseptics and bandaging whilst leaving 
untouched the roots of the disease Legislation for scaling down 
the debt or restricting the activities of the money-lenders will 
not cure the disease, nor will the fixation of a maximum rate 
of interest, or a system of registration and compulsory keeping 
of accounts touch the roots, an effective co-operative movement 
reaching every village in its activities, and backed by such 
financial resources as the total national assets of the country 
can provide, may be capable of solving the immediate problem 
But, as we shall see, no such hopes can be reasonably enter¬ 
tained with a co-operative movement ot the kind that we 
actually have with us today. 

It has also to be remembered that, with the growth of trans¬ 
ferable rights in land, it is not the farmer but the money-lender 
who takes away the benefits of irrigation or the cultivation of 
commercial crops Where land passes mto the hands of the 
money-lender who has no capacity for farming, the cultivator 
becomes a tenant-at-will on his own holding, leasing it from 
the money-lender at a rate which leaves him no incentive to 
improve the crop and with no credit on which he can borrow 
A country like ours with an enormous agricultural population 
runs a serious risk of aggravating its poverty under such con¬ 
ditions, with neither the will nor the ability to intensify pro¬ 
duction on the part of the rural classes. Not until the ryots 
are enabled to start on a clean slate by measures like the whole- 

,. * For this section, we are indebted to a valuable publication by Mr N G 
Abhyankar on “Provincial Debt Legislation," (New Delhi), 1940 
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sale cancellation of existing debts (a sine qua non of all other 
measures) and get security with regard to their agricultural 
operations by the provision of regular credit facilities, by con¬ 
solidation of holdings, by insurance of cattle against famine and 
disease, by the establishment of subsidiary industries, in short, 
by a many-sided and simultaneous attack on all the factors con¬ 
nected with their poverty, can there be a reasonable hope of 
better and more prosperous conditions for Indian agriculture 
Finally, the problem of agricultural indebtedness is inti¬ 
mately linked up with the larger question of economic develop¬ 
ment Poverty, ignorance, absence of industrialisation, a static 
social organisation, deep rooted religious traditions, the uncer¬ 
tainties and insecurity resulting from fluctuations in world 
prices, all these are elem.ents in a situation in which indebted¬ 
ness and low agricultural productivity also enter No solution 
of any one of these problems is possible, apart from a many- 
sided and comprehensive reconstruction of the corporate life 
of the country which will include all the elements 
Government Loans and Advances 

With a cultivating class sunk in poverty the provision for 
borrowing facilities necessarily plays an important part India 
has been called a land where capital is supplied “in small sums 
by small capitalists to men of small commercial intelligence ” 
There has been excessively wide borrowing, on the one hand, 
and excessively dear money on the other—the Indian agricul¬ 
turist suffers equally from both these The Government have 
endeavoured to make available to the rural classes other sources 
of credit besides the village sowkar or marwari They have 
lent money themselves, and they have organised the formation 
of Co-operative Credit Societies. Government loans known as 
takavi are regulated by the Land Improvement Loans Act of 
1883 and the Agriculturists’ Loans Act of 1884 The former Act 
authorises the grant of loans by local officers for making any 
improvement, improvement being deflned as any act that adds 
to the letting value of the land Wells take the first place 
among such works Loans are repayable by instalments, and 
can be recovered as arrears of land revenue The Agriculturists’ 
Loans Act provides for loans for other purposes like relief 
of distress and purchase of seeds and cattle. The rate of 
interest is 6% per cent or less. But they entail formalities of 
all kinds and the repayment is enforced with great rigidity. It 
IS also stated that the zeal of Government Officers in raising land 
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revenue on account of general rise in prices and construction 
of new roads and railways has led to the taxation of improve¬ 
ments in land effected by private efforts with the help of takavi 
advances This has made the ryots reluctant to resort to takavi, 
with all the proverbial delays of official red tape and the un¬ 
necessary enquiries by minor officials 

That the Act of 1884 should be confined in its operation to 
occasions of distress and that the system of Government loans is 
inimical to the growth of a healthy spirit of self-help are princi¬ 
ples the merits of whose rediscovery were the privilege of the 
last Agricultural Commission In a country where occasions of 
distress are the rule rather than the exception, and where more 
than anywhere else the poverty and helplessness of the agricul¬ 
tural population justify the abandonment of latssez-jaire prin¬ 
ciples, it was left to an Agricultural Commission as late as 1928 
to declare and re-endorse the lingering creed of the 19th century 

History of the Co-operative Movement 

The Co-operative Movement in India has been a growth of 
the last forty years and is largely dependent in its origins as 
well as development on Government The movement is not 
confined to the agricultural classes, but it was with a view to their 
benefit that it was inaugurated and the great bulk of societies 
are still rural Even before the year 1900 a striking development 
of the co-operative principle had taken place in Madras Nidhis 
described as mutual loan funds had been started, with over 36,000 
members with a capital of two and a half crores Their clients 
were, however, the educated class rather than the men of the 
agricultural population In 1901, the Government of India 
appointed a committee to consider the whole question in the light 
of experience gained in some of the provinces The report of 
this committee indicated that no real advance was possible with¬ 
out legislation The Co-operative Societies Act of 1904 laid down 
broad principles and empowered Local Governments to appoint 
provincial registrars The object of the Act was “to encourage 
thrift, self-help, and co-operation among agriculturists, artisans 
and persons of limited means ” Societies were classed as “rural” 
or “urban”; four-fifths of the members must be agriculturists in 
the first case and non-agriculturists in the second Loans were to 
be made only to members or to a rural society Provision was 
made for compulsory inspection and audit by the Registrar 

The rural societies were required to accept the principle of 
unlimited liability Loans could be given to members on personal 
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or real security Profits were to be credited to a reserve fund or 
applied to the reduction of the rate of interest The Registrars 
appointed under the Act were expected to start model societies 
and do propaganda work The following table gives us an idea 
of the growth of societies upto 1911-12 — 

Year Number of Number of Amount of work- 

Societies members ing: capital in 

1906-07 843 90,844 23,71,683 

1909-10 3,428 224,397 1,24,68,392 

1911-12 8,177 403,318 3,35,74,162 

The framers of the Act ot 1904 were evidently confused in 
their thinking and mixed up two distinct objectives On the one 
hand, it was thought that the movement which was inaugurated 
by the Act would meet the problem ot agricultural uidebtedness, 
remove the existing burden of the debt and prevent further indeb¬ 
tedness In the explanatory memorandum appended to the original 
bill, Sir Denzil Ibbetson observed that enormous advantage would 
accrue to the cultivators if “they could be induced to utilise their 
combined savings under a system of co-operative credit, and so 
be freed even partially from the necessity of recourse to the 
professional moneylender ” On the other hand, it was also 
thought that the movement would mobilise the scattered savmgs 
of the cultivators, would promote thrift, self-help, mutual trust 
and confidence, and would enable the cultivator to borrow on easy 
terms for his agricultural requirements from the combined 
resources of his own class 

The Act of 1904 made no provision for societies for purposes 
other than the supply of credit It was based on the model of the 
Raiffeisen and Schulze-Delitsch banks of Germany But long 
before 1904 the German co-operative movement had outgrown its 
original conception, and had developed into a co-ordinated system 
of rural finance The establishment of primary credit societies in 
1904 on the basis of the original Raiffeisen model might well raise 
doubts about the clarity of vision of the authors of the Act of 
1904 Progress was to be achieved by a process of trial and error 
Even the Agricultural Commission observed that it was a case 
of the “leaders of the blind being themselves among the afflicted 
The co-operative movement was not the outcome of any 
popular demand There was no public opinion to criticise or guide 
it It was an attempt by the State to teach the people the advan¬ 
tages of self-help and thrift A few years of the working of the 
Act were sufficient to show that the working capital of the societies 
then m existence was less than the rural indebtedness of a single 


Report, p 444 
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taluka in many parts of the country It was necessary, therefore, 
to replace the Act of 1904 by another Act which would provide 
not only for the formation of co-operative banks regional as well 
as provincial, but also for the formation of societies of various 
types dealing with purchase and sale apart from credit This was 
achieved by the Act of 1912 which removed the limitations of the 
earlier Act In spite of this, however, and the creation of scope 
for non-credit activities, credit continued to be the most insistent 
need of the agricultural classes and remained, therefore, the 
preponderating element in the co-operative movement 

The Act of 1912 legalised many co-operative societies which 
had hitherto no legal recognition Societies were classified accord¬ 
ing as they were limited or unlimited The registrars were 
expected not only to supervise but to spread the movement With 
a poor and illterate peasantry there were neither funds nor proper 
supervision for the development of the movement The registrars 
in the flush ot enthusiasm multiplied the number of societies 
which increased to 15,000 in 1914 with 695,000 members A 
comprehensive resolution reviewing the progress of the move¬ 
ment was followed by the appointment of the Maclagan Committee 
which was asked to examine whether the movement was progress¬ 
ing on sound lines The Committee examined the movement and 
made proposals of a far reaching character In the result 
Provincial Banks were established in all the Provinces 
Further growth of the Movement 

On the passing of the Government of India Act of 1919, co¬ 
operation became a provincial subject and was administered by 
the Provincial Governments Three Provinces exercised the 
option given to them of enacting their own Provincial Acts— 
Bombay m 1925, Madras in 1932, and Bihar and Orissa in 1935. 
The following table indicates the growth of the co-operative 
movement in the whole of India including Indian States since its 
inception —^ 


Average 

Number of 

Number of 

Working Capital 


Societies m OOO’s 

members in OOO’s 

in OOO’s of rupees 

1906-10 

2 

162 

6,800 

1911-15 

12 

548 

54,800 

1916-20 

28 

1,129 

151,800 

1921-25 

58 

2,155 

363,600 

1926-30 

94 

3,689 

748,900 

1931-35 

106 

4,322 

946,100 

193640 

117 

5,077 

1,046,770 

1940-41 

142 

6,401 

1,093,200 

1941-42 

142 

6,401 

1,093,200 

1942-43 

146 

6,912 

1,211,400 


^ ^"Statistical Statements relating to the Co-operative Movement In India 1942-43 
Bombay. 1944, pp 21-23 
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It appears that there was a very rapid growth in the number 
of societies and working capital between 1921 and 1930 When 
the Reserve Bank of India was established in 1935, it was asked 
to submit a report to the Government of India on the improve¬ 
ment of the machinery for dealing with agricultural finance and 
to mamtain a special department for the study of all questions 
relating to agricultural credit The introduction of provincial 
autonomy in 1937 was followed by legislation for the regulation 
of money lending and rates of mterest This legislation is said 
to have brought about a contraction of rural credit The culti¬ 
vator, encouraged to look to popular governments for quick relief 
from the burden of debt, was not inclined to avail himself of the 
slower, more exacting benefits of co-operative finance 

The working of the societies shows that in 1939-40, whilst 
there were loans due by individuals to the extent of 20 crores of 
rupees, loans due by individuals which were not paid diid for 
which extension had not been granted by the competent autho¬ 
rity amounted to 9 crores Moreover, due to the transfer to 
suspense account of overdue interest, the working of the agri¬ 
cultural societies in the Punjab showed a net loss of 70 lakhs of 
rupees m 1938-39 and a net profit of 11 lakhs for 1930-40 
Structure of the Co-operative Movement 

1 At the apex of the movement is the Provincial Co-opera¬ 
tive Bank, which works both as a provincial financial body and 
as an agency for mobilising the surplus funds of other societies, 
like the Central Co-operative Banks and primary societies The 
Provincial Co-operative Bank attracts deposits from the public, 
has a large working capital, and can obtain loans and guarantees 
from Provincial Governments In 1942-43 there were ten such 
banks with a total working capital of 17 5 crores of rupees 

2 Below the Provincial Bank are the Central Co-operative 
Banks located m important centres, such as district head-quarters 
and centres of business, and the supervising unions formed by the 
union of a number of primary societies The Central Co-opera¬ 
tive Banks attract deposits from middle class and rich people, 
and lend only to the co-operative societies within their jurisdic¬ 
tion They also guide and supervise the primary societies In 
1942-43 there were 589 central Co-operative Banks with a work¬ 
ing capital of Rs 32 9 crores. 

3, The primary societies are either agricultural or non- 
agricultural. Both the types comprise different classes ,such as 
credit societies, sale societies, irrigation societies, etc. Credit 
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societies in both the types form an overwhelming majority The 
Agricultural Societies or the Raiffeisen Societies as we may call 
them, work on definite principles (a) Only inhabitants of the 
particular locality can become members (b) The working capi¬ 
tal is supplied by Central Co-operative Banks Very few 
primary societies have share capital (c) Every member has 
individual and collectively unlimited liability for all the debts 
of the society (d) All profits are carried to a reserve fund In 
some provinces a maximum of 25 per cent of the profits may be 
spent for the benefit of the public of the locality (e) Loans are 
granted only to members, and that too only for productive pur¬ 
poses The loans are for short terms varying from 6 months to 
a year (f) The office-bearers are honorary workers (g) So¬ 
cieties can accept deposits from non-members but cannot lend 
money to them The other type of agricultural societies are 
few in numbers The non-agricultural or the Schulze-Delitsch 
Societies draw their working capital by issuing shares to mem¬ 
bers, from deposits and from loans from Central Co-operative 
Banks Loans are granted only to members, on the collective 
security of the borrower and two other members of the society 
The liability of members is limited 

The depression of 1930 and the fall in agricultural prices 
seriously hampered the growth of the movement Many of the 
primary and central societies had to be wound up during 1933-36 
A large part of the funds was frozen In 1937-38, the total over- 
dues from members of agricultural societies amounted to Rs 114 
crores, whereas the total working capital was Rs 32 crores An 
investigation by Sir Malcolm Darling showed that upto the end 
of 1934, 24 per cent of the total number of societies started since 
the beginning of the movement had gone into liquidation, the 
percentage varying from 9 m Bengal to 49 m the C P and Berar 
As long ago as 1928, the Agricultural Commission summarised 
some of the fundamental weaknesses of the co-operative move¬ 
ment* “Members of societies delay payment even when able 
to repay, understanding of the prmciples of co-operation and 
knowledge of the essentials of rural credit are lacking, office 
holders refrain from taking action against defaulters, and the 
spirit of self-help is not as prominent as it should be, if the 
movement is to be a live force in the village Even where defects 
are obvious and admitted, there is reluctance, as dangerous as 
it IS regrettable, to liquidate societies whose condition is beyond 
remedy The Central Bankmg Enquiry Committee emphasis- 

1 Report, p 449 
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114,335 4,325,729 12,83,17 12,75,46 23,40,25 4,31,10 8,37,04 2,083 
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ed the need for carefully scrutinising the economic purpose of 
the loan, and the repaymg capacity of the borrower, m dispensing 
co-operative loans.^ 

Reserve Bank Review 

The Reserve Bank of India issued under the signature of the 
Deputy Governor a report in 1941, tracing the development of 
the co-operative movement to the end of June, 1940 It pointed 
out that the co-operative movement was passing through a 
crucial phase, and that the part played by co-operation in the 
building up of rural life has been disappointingly small, but that, 
in spite of its past failure, the movement can be developed so 
as not only to fulfil the function of providmg cheap credit but 
also to become the chief instrument of rural reconstruction in 
India The stagnation, if not the failure, of agricultural co-ope¬ 
ration was due to two causes—^the insecurity of agricultural in¬ 
comes and their steep fall durmg the depression The review 
also states that there was a third cause, namely, that the move¬ 
ment in India has failed to foster the true co-operative spirit 
of self-help and mutual help 
Concluding Remarks 

Judged from the point of view of an agency for supply of 
cheap credit, it has to be remembered that such cheap credit 
does not cure the economic ailments of the agricultural classes 
“The co-operative credit movement can flourish only if agricul¬ 
ture prospers ” The improvement and prosperity of agriculture 
in India will depend on a variety of factors—consolidation of 
holdings, better seeds, improved methods of cultivation, more 
fertilisers, better rotation of crops, more irrigational facilities 
The supply of credit will not by itself achieve these ends The 
rural problem of India is the problem of raising the millions of 
the population to a moderate measure of material as well as 
social well-being Co-operation in the larger sense—not in the 
sense of a cheap credit supplying agency—is a method of ap¬ 
proach and a form of organisation This method essentially con¬ 
sists not in having things done by others, but m learning to do 
things ourselves 

Amongst the various suggestions for extending the scope of 
usefulness of the co-operative societies may be included the pro¬ 
posal for the institution of multi-purpose societies It is pointed 
out that the rural co-operative societies had m the past done 
little more than function as money-lendmg institutions and had 


1 Report, p 133 



RURAL DEBT AND RURAL FINANCE 209 

rarely taken a deeper interest m the life of their members. The 
Reserve Bank of India in its bulletms drew attention to this 
weakness of the existing co-operative system, and recommended 
that credit societies should be converted mto multi-purpose so¬ 
cieties, not only supplying finance, but helping m the betterment 
of the life of the villagers, supplying pure seeds and improved 
implements, saving litigation expenses by measures of arbitra¬ 
tion, effectmg consolidation of holdings, promoting sanitation 
and providing medical relief—^becoming m brief the centre of 
activities of the life of the village In spite of the fact that the 
Agricultural Credit Department of the Reserve Bank of India 
advocated the institution of the multi-purpose society as the 
primary unit in villages, co-operative opinion in India does not 
seem as yet to have fully accepted the idea of a single society 
trying to meet all the needs of the cultivator The cultivator has 
been regarded as a bundle of needs, each of which has to be met 
by a separate society 

One of the hopeful signs of our times, however, is the Report 
of a Committee appointed by the Government of Madras to 
inquire mto the co-operative movement, and make suggestions 
for improving and strengthenmg it The report adopts the idea 
of a multiple society as a primary unit in villages New multi¬ 
purpose societies are already operating m Bombay and Madras 
with limited liability and an area of operation extending to 
several villages In Baroda and the United Provinces, however, 
multi-purpose societies work on the basis of unlimited liability 
and the single village—a principle which the Reserve Bank Re¬ 
view characterises as having distinct advantages^ 

There has been in our times a net-work of co-operative or¬ 
ganisations in Europe reaching deep down into the life of the 
rural population In many of the European countries its first 
adoption has been followed by a remarkable economic and moral 
activity A number of wrong ideas have occupied the field with 
regard to the character of the movement and the conditions to 
which it is subject A report published in 1939 under the aus¬ 
pices of the International Labour Office gives us a comprehensive 
definition of the Co-operative Organisation “A co-operative so¬ 
ciety IS an association of the economically weak who, voluntarily 
associating on the basis of equal rights and equal responsibility, 
transfer to an undertaking one or several of their economic func¬ 
tions, corresponding to one or several of the economic needs 
which are common to them all, but which each of them is unable 

^ Reserve Bank Review of Co-operative Movement, p 24 
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fully to satisfy by his own individual efforts, and manage and 
use such undertakings m mutual collaboration to their common 
material and moral advantage This definition implies a level 
of education which is lackmg m India Democratic control is 
equally lacking So also ability to conduct busmess and a fede¬ 
ral structure of the larger units constituted freely from below 
The purpose and the structure are bound together, and whereas 
in India the structure is so radically different from the purpose, 
not much can be reasonably expected of the co-operative move¬ 
ment. 

But apart from the question of fulfilling its ideal we may 
ask. Has the co-operative movement succeeded in the limited 
task of supplying cheap credit to the agricultural population*’ 
The total working capital of the agricultural societies was rough¬ 
ly Rs 30 5 crores in 1939-40 Rs 81 crores were lent to the 
cultivators, perhaps half a per cent of the total agricultural in¬ 
debtedness of India. It may be pomted out also that the vast 
majority of the peasantry do not possess even the means required 
to become members of the co-operative societies “At one end ot 
the scale there are people who are so well off that they do not 
desire to incur the risk of unlimited liability by enlisting them¬ 
selves as members At the other end, there are persons who 
are so poor that they are refused membership It is, therefore, 
not unfair to assume that the co-operative population represents 
the medium agricultural population So also the Agricultural 
Commission observe “Except m the Punjab Bombay and 
Madras, the movement in the major provinces has so far reached 
only a small part of the rural population ”* So also Dr Anstey 
“Another difficulty is that credit societies aie of no use in the 
poorest districts, where the cultivators are most m need of aid 
It IS worse than useless to give loans to cultivators who are per¬ 
manently incapable—owing to fragmentation, climatic or other 
difficulties—of making their holdings stay Thus it is chiefiy in 
the most prosperous areas that credit societies are successful ■* 
Dr Harold Mann, once Director of Agriculture m Bombay, ob¬ 
served m 1941 “On the whole the outlook for the co-operative 
movement as hitherto organised makes me rather doubtful as 
to whether a very different attitude is not required to the move¬ 
ment by the authorities than has been the case in the past 

1 "Co-operative Action in Rural Life," Geneva, 1939, p 5 

■Bengal Provincial Banking Enquiry Committee Report, p 69 

•Report, p. 447 

*Dr Vera Anstey." "Economic Development of India,” p 202 

»Dr Harold Mann in a letter to the Editor Indian Co-operative Review, October- 
December, 1941, p 501 
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When we consider the place of the co-operative movement 
in the economic life of India and the factors that can account 
for its slow growth, we have to remember, in the first place, 
that it was originally intended to meet the evils of usury and 
indebtedness, and, therefore, confined to the supply of cheap 
credit Whatever criticisms we may have to offer about this 
aspect of the movement do not necessarily apply to the non- 
credit societies many of which have been started during recent 
years in parts of the country. Societies for the marketing of 
cotton and gur in Bombay, consolidation of holdings in the 
Punjab, sugarcane supply in the United Provinces and Bihar, 
and irrigation in Bengal have been working with success, and 
can stand comparison with similar institutions in other parts of 
the world 

Secondly, if as credit institutions the co-operative movement 
has not met with the success that was anticipated from it by its 
sponsors, one reason may be found in the fact that it has been 
sponsored from the top by an alien government that could not 
evoke the ready response and services of the young and the 
ardent, who looked with suspicion upon every movement so 
started “Government are so out of touch with public feeling and 
sentiment that despite their control of the machinery of admmi- 
stration they fail in their efforts to seek an expansion of the 
movement 

In the next place, whilst Government interference was 
not lacking. Government assistance on the scale on which it was 
needed to ensure the success of the movement was largely lacking 
The cost of administration and of a paid agency for propaganda 
and guidance made it difficult to reduce the rates of interest on 
loans Supervision and control from above made the system of 
finance rigid and inelastic 

Writing about the co-operative movement Sir John Russell 
observes “The outstanding mstance of success m co-operation is 
Denmark, a land of small farmers, and it has given them a 
standard of living that is the envy of the civilised world. Four 
essential conditions of success are all present in Denmark 

(1) The village population is homogeneous, there is nothmg 
corresponding with caste distmctions 

(2) The cultivators are all literate. 

(3) From the outset People’s High Schools were set up where 
the cultivators were taught better living both in the home 

1V L Mehta, "Is Co-operation Suited to Rural India?” in Indian Journal of Sodai 
Work. December. 1942 
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and the village, and where ideas of corporate responsibility in 
village and national life were inculcated 
(4) The Co-operative Societies are mostly trading societies, 
taking over the produce from the cultivator, working it up 
into marketable form and selling it for him Also they 
supply him with all materials for use in the home and on 
the farm They are mainly financed by the local banks, and 
the members are jointly and severally liable for the loan 
As depositors the members provide a substantial part of the 
funds, it is their own money that is lent to members, and 
in consequence each borrower feels himself under the neces¬ 
sity of repayment 

Unfortunately none of these conditions obtain m India and 
those who look to the co-operative movement as the one solvent 
of our agrarian difficulties might well take into account the 
absence of those conditions that have made the movement so 
successful in Denmark 


CHAPTER XII 

RURAL DEBT AND RURAL FINANCE (Continued) 

Other Forms of Co-operation: Non-Credit Societies 

Equally vital in rural economy is the place of co-operative 
marketing societies - Societies for the supply of sugarcane to 
sugar factories m Bihar and the U P constitutes a class by them¬ 
selves Bihar has 1488 societies of this type, and the United 
Provinces 839 The cotton sale societies in Gujarat pool the pro¬ 
duce and distribute average prices Societies for the consolida¬ 
tion of holdings in the Punjab have during the last twenty years 
effected the consolidation of over a million acres of land There 
are irrigation societies in Bengal numbering over a thousand, 
that undertake minor irrigation works on behalf of their mem¬ 
bers Besides these, there are different societies like ghee pro¬ 
duction and sale societies in the U P (783), anti-malaria societies 
in Bengal (1099), loan and sale societies in Madras (149), and 
milk supplying societies near Calcutta (226), etc 

Agricultural Sales Societies 

Marketing of agricultural produce can be most effectively 
helped by co-operative institutions The individual is illiterate 
—a co-operative society may earn for him the benefits of know- 

iSir John Russell’s Report, p 63 

■ We discuss the question of marketing In another section 
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ledge of market conditions The working of these co-operative 
sales societies is somewhat complex, and finance for marketing 
on a large scale is difficult to obtain There is, moreover, a lack 
of knowledge of technique on the part of co-operative officials, 
and the absence of godown and storage facilities prevents the 
rapid multiplication of sales societies It has been said that 
credit alone will not solve the problem of marketing, though 
we may hope for better results in developing this type of sale 
societies with ample credit facilities The cotton sales societies 
in Bombay have benefited the growers The sales societies of 
Surat have recently combmed in a federation taking over a co¬ 
operative ginning factory started by the members Bengal has 
several jute sale societies with a jute wholesale society at 
Calcutta Recently provincial co-operative marketing societies 
have been started with Government assistance in Bombay and 
Madras During 1939-40, there were 4120 agricultural trading 
societies with a membership of about four and a half lakhs The 
Report on the Co-operative Marketing of Agricultural Produce 
in India states “Under the scheme of controlled credit in the 
province of Madras, the borrowing members of a credit society 
are required to sell their produce through the loan and sale 
society to which the credit society is affiliated, so as to provide 
a link between credit and marketing It is recommended that 
the scheme may be adopted by all the provinces and States with 
such modifications as are necessary to suit local conditions 
Land Mortgage Banks 

The need for a separate agency for the supply of long-term 
loans for the liquidation of past debts and the improvement of 
land led to the establishment of Land Mortgage Banks The first 
such bank was established in Madras in 1929, under the name of 
the Central Land Mortgage Bank It co-ordinated the working 
of primary banks in the province which increased from 12 to 120 
in 1942-43 Upto the 30th June, 1940, the Bank had floated deben¬ 
tures guaranteed by Government for principal and interest 
to the extent of Rs 2 64 crores There were no arrears in respect 
of the loans of the Bank which amounted to nearly Rs 2 crores. 
This satisfactory position was due to a variety of causes—care 
in examining titles of lands taken as security, adjusting the 
period of loans to that of debentures, and fixing the instalments 
for repayment according to the capacity of the borrowers 
Amongst other factors, that contributed to the success of Land 

1 Report issued by the Agricultural Marketing Adviser to the Government ot 
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Mortgage Banks in Madras, may be included the active assistance 
given by Government, special powers for recovery of defaulted 
instalments, and the absence of restriction on the alienability 
of land 

Bengal had five land mortgage banks by the end of 1940 In 
other provinces there are a few inadequately developed insti« 
tutions, whilst in Bombay a Central Land Mortgage Bank was 
established m 1935 At the end of 1942-43 there were 27 Land 
Mortgage Banks in India with a working capital of Rs. 7 7 crores 
It has been pointed out that a debtor in Madras cannot borrow 
from a land mortgage bank more than half the value of his 
property Only ten per cent of the applicants were found to have 
sufficient security to offer The Reserve Bank Review on Co¬ 
operation points out that the banks have been too much concerned 
with the redemption of old debts, and too little with the improve¬ 
ment of agriculture It likewise pleads for closer co-ordmation 
between the land mortgage banks and the debt conciliation boards 
set up m many of the provinces and also with the other co-opera¬ 
tive organisations The Agricultural Finance sub-committee ob¬ 
serve that the development of Land Mortgage Banks is very small 
compared with the requirements of long-term finance of the 
country, and recommend that an Agricultural Credit Cor¬ 
poration should be established for the purpose The Land 
Mortgage Banks should be used to finance land improvement in 
the Government schemes of post-war reconstruction ’ 

Future Prospects 

The survey of Co-operative Action in Rural Life in Europe 
prepared by the International Labour Office, 1939, observes 
“These (co-operative) organisations are characterised above all 
by spontaneity, they are clearly the direct expression of the needs 
from which they issue, and are exactly adapted to those needs. 
Everywhere their roots lie deep down in the people’s traditional 
way of life, and reach far back into the old communal institutions 
of which, in modern economy, they are the rejuvenated form. 
They have grown in size and multiplied in number solely or 
mainly by the direct efforts of their members, and have neither 
in every case nor at every time had the benefit of legislation 
suited to their original character It is this spontaneity in the 
movement that is lacking in India and compels us to observe that 
only State action backed by the resources of a sympathetic 
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administration, can best utilise such existmg mstitutions as have 
their roots in the village life of the past 

If we have been critical about the working and achievements 
of the co-operative movement as a credit supply movement 
initiated by a Government suffering from the weaknesses of red 
tape administration, such criticisms must not be interpreted as 
hostility to the movement itself Even as a credit supply move¬ 
ment it has potentialities of immense good, if with the backing of 
the resources of the Government it offers cheap credit for current 
needs of the cultivator But there are other aspects of the co¬ 
operative movement which have even a larger bearing on 
agricultural prosperity than the supply of credit—the develop¬ 
ment of marketing, the supply of improved seeds, bunding and 
anti-erosion scnemes, increase of well irrigation, land reclamation 
schemes, consolidation of holdings and the revival of cottage 
industries “The task of the co-operative movement is nothing 
less than the application of co-operation to the general, and 
particularly the economic, regeneration of the rural population 
Only when this re-orientation occurs, the co-operative movement 
will become a national movement for agricultural reconstruction 
Even in Western countries, it has been pointed out, the small 
holder, left to himself, is ill-informed about prices rates of 
transport and the state of the real demand in centres of consump¬ 
tion “The problem (of marketing) is by its very nature insoluble 
for isolated small producers Co-operative organisation gives 
the small holder all the advantages which capital places at the 
disposal of the large land owners In India the cultivator suffers 
from all these disadvantages—and co-operative marketing m 
the form of sales societies cannot solve these difficulties, unless 
the State comes to the help of these societies The urgent and 
immediate need is the need for eliminating the middlemen If 
these middlemen are to be eliminated, we need an organisation 
which can collect the farm produce, arrange for weighing, 
standardising and storing, advance cash to the cultivators to 
enable them to meet their liabilities and their next cropping cost, 
and market the produce, obtaming for the cultivators the best 
available price Such an organisation, whether it is a sales 
society, or any other form of co-operative organisation, m a 
country like India pre-supposes and requires for its successful 
working an elaborate credit structure provided with funds by the 

1 Reserve Bank Review of the Co-operative Movement, p 81 See also V L Mehta. 
‘Is Co-operation Suited to India’” In Indian Journal of Social Work, December, 19t2. 
“Co-operative Action in Rural Life ” p 18 
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Reserve Bank of India The Reserve Bank already possesses the 
statutory powers for providing rural credit to credit institutions 
and Provincial Co-operative Banks It has hitherto refrained 
from using its resources m this direction, it has even regarded 
with a questioning attitude the supply of credit which would 
enable the cultivator to hold on to his crop instead of parting 
with it under unfavourable conditions 

Under a planned economy, with a Central Bank controlled in 
the wider national interests, we can visualise brighter prospects 
for our agriculture We can fix mmimum prices for our agricul¬ 
tural commodities, standardise qualities and systematically 
develop credit institutions, connecting the cultivator and his rural 
markets with the central markets In a country predominantly 
agricultural like Canada, Central Banking institutions have taken 
the initiative and provided all the credit that the farmers need 
lor raising and marketing the crops In a country like India with 
banking institutions still in infancy, with the mass of the rural 
population unfamiliar with banking, it is all the more imperative 
that the Reserve Bank already possessed of the necessary poweis 
should take the initiative and by applying national funds to a 
national purpose revitalise our declining agriculture 

In brief, it is desirable that the co-operative societies snould 
not only take on the work of storage and sale ot the crops, but 
should transform themselves into multi-purpose societies with 
limited liability, if unlimited liability fails to attract support 
Such societies might not only help the cultivators in marketing 
crops, but might contribute to the uplift ot the villagers bv 
organising education, sanitation, the improvement of village roads, 
and even undertaking the urgently needed task of social reform 
by way of education All this work implies planning But, as 
Prof Mukerjee observes “Planned co-operation must be an 
offensive on all fronts Weakness or indefensibility in one sector 
will establish the foe in no tune within the entire territory The 
peasant’s life with its inefficiency, simplicity, fear and ignorance 
IS one undivided whole, and that rural programme succeeds which 
can improve him from all sides, economically, socially and 
morally 

Agricultural Marketing 

The trade statistics of India so far as they refer to internal 
trade are very unsatisfactory and give us no definite view of the 
extent of the trade In the early days the cultivator grew his 

* "Planned Co-operation” in Indian Co-operative Review, 1941, p 18 
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own food, and whatever surplus he produced was sold in the 
market at harvest time for purchasing other necessaries of life 
Indian agricultural economy has now been changed to a con¬ 
siderable extent, and with the mtroduction of roads and railways, 
of economic relationships, commercialisation and production of 
agricultural crops for the market have replaced the old organisa¬ 
tion In view of the fact that India itself is the mam market for 
her agricultural produce, the marketmg pi oblem acquires an im¬ 
portance of its own The value of the total agricultural produce 
of British India was estimated by the Banking Enquiry Commit¬ 
tee at roughly between Rs 1200 and Rs 1300 crores in 1029 Out 
of this, the value of the produce exported outside India was esti¬ 
mated at Rs 200 crores Dr Rao has estimated the total gross 
value of agricultural production for the year 1931-32 at Rs 7836 
millions and net value after deducting wastage, depreciation, 
etc , at Rs 5927 millions ^ 

Conditions and Methods of Marketing 

In spite of the fact that the Indian cultivator has to depend 
almost entirely on the internal market, there is no “orderly mar¬ 
keting” in India and the producer markets his produce under 
disadvantageous conditions At present (1) there is the prac¬ 
tice of holding a local or weekly market in which large quanti¬ 
ties of agricultural products are bought and sold (2) The local 
money-lender frequently purchases the produce from the culti¬ 
vator to sell it in a wider market (3) Itinerant buyers go round 
the villages on their own accoimt or on behalf of employers, 
collecting the produce for a distant market The absence of 
knowledge of market conditions and of price fluctuations in such 
markets, due to the illiteracy of the agriculturists, places them 
at the mercy of the money-lenders and the middlemen 

The broad feature that marks agricultural marketing con¬ 
ditions in India is the excessive number of middlemen who 
intervene between the cultivator and the final disposer of the 
crop In many parts of the Punjab and the U P, nomadic or 
itinerant middlemen known as banjaras collect grains in the 
villages They traverse the country carrying the gram over 
great distances They advance paddy seeds at sowmg time, 
gomg from village to village, and receive payments in paddy 
often amounting to four or five times the amount of the advance. 
There are also the gariwallas or cartmen as well as banias with 
their ponies or buffaloes going about in the villages at the 

1V K R V Rao, op cit, p 81 
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harvest season The well-to-do cultivators may keep their own 
carts and send their produce to the periodical market or mandi 
But the majority have to deal with banias, sahukars and others 
For crops like linseed, mustard, wheat and sugarcane, the culti¬ 
vator has to deal with the itinerant dealer, who in turn is 
linked up with the arhatiya, who sells the commodity in the 
mandi Similarly, the agents of large exporting firms go about 
the villages collecting wheat, cotton, groundnuts from the rural 
areas The difference between the price received by the culti¬ 
vator and central market prices is roughly estimated at about 
15 to 20 per cent This difference includes the gams of the 
middlemen as well as transport and freight charges ^ In an 
agricultural economy like that of India even a 15 per cent profit 
by the middlemen may involve an encroachment on the culti¬ 
vator’s subsistence income which he cannot afford except by 
semi-starvation Particularly after the depression of 1929, 
whilst prices of agricultural produce have gone down the pro¬ 
fits of the middlemen have grown, though figures of such 
growth are not available* Moreover, charges such as cost of 
transportation, storing, banking and insurance are stated to be 
the highest in the world. 

The Royal Commission on Agriculture observe in this con¬ 
nection: “From all provinces we received complaints of the dis¬ 
abilities under which the cultivator labours in selling his pro¬ 
duce in markets as at present organised It was stated that 
scales, weights and measures were manipulated against him, a 
practice which is often rendered easier by the absence of stand¬ 
ardised weights and measures and of any system of regular 
inspection. Deductions against which he has no means of 
protest are made in most markets for religious and charitable 
purposes and for other objects Large samples of his produce 
are taken for which he is not paid even when no sale is effected. 
Bargains between the agent who acts for him and the one who 
negotiates for the purchaser are made secretly under a cloth, 
and he remains in ignorance of what is happening The broker 
is more inclined to favour the purchaser than the seller whom 
he only sees very occasionally’” The Banking Enquiry Com¬ 
mittee add another disability that even after prices are settled 

1939 ! ••Economic Problems of Modern India," Vol I, 

DD 2M ft Marketing in India ” m "Rural India." April, 1940 

3 Report, pp 388-9 
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at the time of weighment the price is still further cut down by 
refusal to take delivery on the ground that the quality is inferior 
The conditions of marketmg, moreover, differ from province 
to province While the better type of cultivators keep their full 
supply of requirements for the year and sell only the actual 
surplus, the majority who are already burdened with a debt are 
compelled to sell a large portion of the total crop, and borrow 
back some of it later in the year In the case of gram loans the 
crop in its entirety is often handed over to the money-lender. 
Mr. Keatmge observes in connection with the Deccan “In case 
of jowar and bajri most of the surplus produce comes into the 
market immediately after the harvest and in the case of cotton, 
wheat and oil seeds practically the whole crop is marketed at 
once.”^ In a large number of cases, the money-lender becomes 
the owner of the crops even before it is harvested Where the 
crops are cash crops entering into the international market, 
brokers make advances to the cultivators on standing crops In 
other cases, agents of commercial firms go from village to village 
for purchasing the crops on the spot 

The Banking Enquiry Committee mention reports from 
almost all parts of India where the advances to the cultivators 
not only carry high rates of interest, but put the borrowers under 
an obligation to sell their produce for less than the anticipated 
market price Thus in some parts of Bengal the advances carry 
interest from 24 to 75 per cent, and the rate at which the grower 
binds himself to sell is often lower by 10 to 25 per cent than the 
anticipated market price In Bihar and Orissa, a system of 
advances carrying a liability to sell the produce through the 
lender is reported among cotton and sugarcane growers and 
ghee dealers in the United Provinces, and the producers obtain 
for their produce less than what they would have got if they had 
been free to market the produce themselves 

Another point brought out in the Provincial Banking Com¬ 
mittee’s Report relates to the effects of the cultivators’ indebted¬ 
ness on the marketing of his produce, even if the cultivator does 
not borrow specifically for raising the crop The Bengal Com¬ 
mittee report that the cultivator who is indebted is always 
pressed heavily by the creditor immediately after harvest. The 
effect of this pressure is so great that the borrower is compelled 
to sell his produce as quickly as he can If all sell at the same 
time the price naturally comes down by competition. 


P clt. 158 et seg 
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Thirdly, the Bombay Bankmg Enquiry Committee observe 
that a small percentage of the cultivators sell their standing 
crops of cotton, either for want of money or for speculation. The 
mango crop in Bombay is almost invariably sold when it is on 
the trees, and sometimes even before it is actually seen in 
blossom 

Recommendations of the Agricultural Commission 

The Royal Commission on Agriculture recommended—and 
the Provincial and the Central Banking Enquiry Committees 
endorsed the recommendations—the following measures for 
improving and organising agricultural marketing — 

(1) Improvement of transport facilities including rural com¬ 
munication (2) Lowering of railway freight rates and grant of 
other railway facilities (3) Establishment of regulated markets 
under Provincial Legislation on the lines of the Berar and 
Hyderabad Market Acts (4) Standardisation of weights and 
measures. (5) Adoption of measures to secure improved quality 
of produce by organisation amongst buyers and traders and to 
guard against adulteration (6) Fixation of standards and 
grades of commodities (7) Promotion of co-operative sale 
societies and other suitable organisations for purposes of sale 
(8) Holding of auction sales by Agricultural Departments to 
ensure increased price to the cultivators who produce improved 
varieties (9) Carrying out of market surveys (10) Appoint¬ 
ment of expert marketing officers on the staff of the Agricultural 
Department, able to understand the language of the market ^ 

The Banking Enquiry Committee further recommended that 
Provincial Governments should consider the desirability of 
advancing long-term loans at concessional rates to co-operative 
societies to build godowns in market centres They stressed the 
importance of providing warehouses by private agencies, and 
the need for a detailed investigation of the problem of starting 
railway warehouses in the chief centres of trade They advised 
the placing of railway receipts by the legislature on the same 
footing as bills of lading 

As regards the conditions of external marketing Dr Clous- 
ton, who was deputed by the Imperial Council of Agricultural 
Research to the British Industrial Fair m 1930, reported that “the 
reputation of Indian agricultural products in the world’s markets 

i Agricultural Produce Markets Acts are already in force in the Punjab, the 
NWF Province Sind Madras CP and Bombay The Standards of Weight Act, 
1936, came into force with effect from 1st Jul>, 1942 Standards of Weight Rules 
have also been prepared 
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IS low The price paid by consumers in Europe for these pro¬ 
ducts IS based very largely on reputation, and this reacts 
unfavourably upon the price received by these cultivators who 
have improved the quality of their produce Dr. Clouston 
pointed out that some of the firms of Europe believe that India 
cannot produce high grade wheat and other products, he gave 
facts to disprove this notion, and pleaded for better organisa¬ 
tion The producer in India “has little incentive to market his 
produce in the best possible condition, unless that condition is 
recognised in the price he gets for it The foreign banking 
experts to the Banking Enquiry Committee pointed out that if 
steps were not taken to organise India’s exports in such a way 
as to meet the modern requirements of world trade, there would 
be an inevitable reaction on the internal market to the great 
detriment of the cultivator 

Measures for Marketing (a) Transport Facilities 

One of the important factors that make for effective market¬ 
ing in the interests of the cultivator is transport India has 
about 45,000 miles of Railway, 85,000 miles of metalled roads and 
225,000 miles of non-metalled roads, giving an average of 19 miles 
per 100 square miles of territory, as compared with 77 miles in 
Germany The total mileage of motorable roads is 186,000 of 
which 83,000 are motorable throughout the year, and 103,000 
motorable in fair weather The existing roads are (a) national, 
(b) provincial, (c) district and (d) village roads National roads 
are under the charge of the Public Works Department Village 
roads are the concern of the villagers, with the result that they 
are neglected Most of them are tiacks which become unusable 
during the rains The Royal Commission on Agriculture recom¬ 
mended liberal grants by the Local Governments for the construc¬ 
tion and improvement of village roads In 1940, the Standing 
Committee for Roads approved a grant of ten lakhs of rupees to 
Provincial Governments for road improvement The construc¬ 
tion and development of feeder roads have hitherto been starved, 
as the Road Fund created since 1937 was used for development 
of inter-provincial and mter-distnct roads The Government of 
India have now laid down that 25 per cent of the Provincial shares 
in the Road Fund should be used on feeder roads What is most 
urgently needed in the interests of the cultivators is not only an 
intensive construction of roads, but the co-ordination of railway 
services with motor transport, and increasing facilities for the 

1 Quoted In Central Banking Enquiry Committee Report, Vol. 1, p 208. 

■Report of the Royal Commission on Agriculture, p. 398 
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transport of perishable products such as milk, fruits and vege¬ 
tables. 

The Government of India after consultation with Provincial 
Governments appointed Mr Livingstone as the Agricultural Mar¬ 
keting Adviser in 1935 When he relinquished his office in March, 

1941, Dr N Das, Deputy Marketing Adviser, was appointed to 
officiate He has been succeeded by D. R Sethi since September, 

1942, who IS also the Director of Agricultural Production (food) 
under the Government of India With the help of subsidies from 
the Imperial Council of Agricultural Research the Provincial 
Governments established similar organisations in Aeir respec¬ 
tive areas A few leading States have also nominated officers to 
deal with marketing questions The scheme was originally sanc¬ 
tioned for a period of five years and the new organisation was 
given the task of (1) carrying out marketing surveys and pub¬ 
lishing reports describing the present system of marketing of 
some of the more important agricultural products with recom¬ 
mendations on the lines of improvement and (2) drawing up suit¬ 
able grade specifications after examining the characteristics of 
market samples 

In 1937, a report on the Cold Storage and Transport of Perish¬ 
able Produce in Delhi was issued, followed* by all-Tndia marketing 
survey reports on wheat, linseed, eggs, tobacco, coffee, grapes, 
milk and nee A handbook on the quality of Indian wool, in¬ 
tended to serve as a guide to wool merchants, has also been pre¬ 
pared Survey work is in progress m respect of a certain num¬ 
ber of commodities At the Sixth Annual Conference of Market¬ 
ing Officers in October, 1940, it was decided to undertake similar 
surveys in respect of 26 new sets of commodities such as castor 
seeds, pulses, millets, oil-seeds, poultry and dairy products, etc 

With a view to studying the commercial possibilities of cold 
storage transport of perishable products like fruits, certain refri¬ 
gerated transport trials were conducted during 1940-41 on two 
NWR cold storage wagons But further survey and experi¬ 
ments had to be postponed in view of transport difficulties due to 
the war. 

(b) Grading of Commodities 

With a view to securing improved quality from the producer, 
the physical grading and packing of commodities like fruits, eggs, 
etc, were undertaken The Agricultural Produce Act, 1937, defined 
standards of quality and methods of marketing in respect of pre¬ 
scribed grade designations applied to scheduled products. The 
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schedule now includes fruits, vegetables, eggs, dairy produce, 
tobacco, coffee, atta, vegetable oils, oil seeds, cotton, rice, wheat, 
and sugarcane gur The Agmark is applied to the commodities 
thus graded By the end of 1942 the standardised giading and 
marketing of commodities was carried at 736 centres Durmg 
1943 alone, more than 549 lakhs of rupees worth of produce was 
sold under the Agmark as compared with 102 lakhs in 1940 — 

Value of Produce Graded 


Commodity 

1940 

1941 

1942 

1943 


Rs 

Rs 

Rs 

Rs. 

Ghee 

42,13 677 

55,13,080 

78,32,170 

339,18,431 

Hides 

16,28,751 

16,82,346 

11,41,958 

14,11,983 

Eggs 

3,06,744 

3,99,12'. 

6 U4,860 

13,09,500 

Tobacco 

3,25,000 

2,33,942 

12,42,435 

11,81,513 

Ata 

3,83,067 

10,51,209 

17,10,366 

9,37,495 

Rice 

10,46,759 

14,38,498 

15,01,645 

3,48,451 

Groundnuts 

5,000 

480 



Edible Oils 

2,69,990 

7,99,801 

49,515 

11,21,699 

Sugar Cane 

Gur 39,390 

52,372 

48,927 

3,13,769 

Cotton 

17,00,000 

18,09,527 

49,83,900 

63,18,019 

Citrus Food Products 3,500 

66,458 

2,49,912 

3,37,845 

Butter 


3,73,632 

24,06,781 

24,98,666 

Fruits and Vegetable 3,44,960 

4,60,592 

4,62,322 

4,70,044 

Seed Lac 


1,28,790 

1,64,572 


Bura 


21 

15,300 

1,82,64“ 

Sam Hemp 



17,06,500 

45,60,742 

Potatoes 




16,366 

Totdll 

1,02,65,838 

1,40,09,875 

2,41,21,163 

5,49,27,172 


In order to control the quality of graded produce, arrange¬ 
ments have been made for the systematic collection and analysis 
of samples of graded produce Over 6,000 samples of ghee, and 
300 samples of edible oils were analysed at the Central Control 
Laboratory, Cawnpore, during 1941 

The Agricultural Marketing Scheme was extended upto the 
end of the War as an interim measure pending further examina¬ 
tion. Looking at the problem as a whole, there are two observa¬ 
tions which we may make In spite of the valuable work done 
by the Marketing Department, it may well be asked if the results 
achieved so far justify the expenditure involved; and secondly, 
•even if grading arrangements are carried out on an even more 
extensive scale than at present, the benefits would hardly be 
earned by the mass of the agricultural population, sunk in 
poverty and overburdened with debts The classes who would 
benefit are the middlemen and the men interested in foreign 
trade rather than the industrious and semi-starved farmers 
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Rural Reconstruction and Organisation of the Village Community 
In the West as co-operative action developed, it was directed 
outside the strictly economic interests of the peasant’s household 
to tasks concerning his health and general welfare It was even 
directed to the village community as a whole supplying to it the 
equipment and organisation in which it was usually lacking. 
Thus in France, co-operative societies were instrumental in im¬ 
proving rural housing, by equipping existing farm buildings or 
by building more spacious and healthy houses In Hungary, the 
National Co-operative Society for Rural Housing with Govern¬ 
ment help made possible the construction of 38,000 small houses 
m 7% years ^ In France, a decree of June, 1938, enabled the 
National Agricultural Credit Fund and the Regional Funds to 
make loans to local authorities for laying on drinking water and 
the construction of roads There are electricity and water supply 
co-operative societies also In Yugoslavia, health co-operative 
societies built fountains, provided dung pits, improved village 
streets, arranged for a doctor and a small hospital in each rural 
community concerned In Denmark, 1,077 societies with a mem¬ 
bership of over 194,000 mamtained sanatoria 

Rural reconstruction on similar lines has of late years claim¬ 
ed some amount of attention m India But what has been done 
so far has been done by individual efforts—^the efforts of men and 
women fired by the impulse of social service and using their gifts 
to contribute to the welfare of the village folk Such work has 
been organised at Gurgaon, in the Punjab, covering education, 
sanitation, medical relief, improvement of agriculture and 
maternity welfare The Punjab Government subsequently 
appointed Col Brayne, who was working at Gurgaon, Commis¬ 
sioner for Rural Reconstruction, and Bengal has followed by 
making a similar appointment 

The total number of non-agricultural societies rose to 18,802 
in 1942-43, with a membership of 2,246,000, from 17,442 societies 
with a membership of 1,908,000 in 1940-41 The working capital 
increased from Rs 28,53 lakhs in 1940-41 to Rs 33,95 lakhs in 
1943-44. 

Better Living Societies 

There are 300 Better Living Societies in the Punjab doing 
valuable work in their own way The members are not charged 
any subscription except a small entrance fee They lay down a 
programme of work, and make rules, the violation of which is 

1 “Co-operative Action in Rural Life.” Geneva. 1939. p 28 
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punishable with fines. These societies have for their object the 
curtailment of extravagant expenditure on marriages and other 
social functions Apart from the savings to members this in¬ 
volves, they contribute to the village uplift, some bv levelling 
and paving the village streets, some by promoting sanitation. 
Some societies have induced villagers to provide ventilation irt 
their houses, others have constructed or repaired drinking wells' 
still others have provided manure pits It has ben suggested that 
the co-operative credit societies should undertake these func¬ 
tions, carrying on the general work of village uplift alongside 
of their specific object of providmg cheap credit. 

The Future 

When discussing the problem of rural reconstruction let us 
not forget the substantial work achieved by Gandhiji during the 
last few years The whole problem of economic regeneration of 
India for Gandhiji centres round the village as the economic 
unit Gandhiji started from the conviction that the country is 
not prepared for a revolutionary change m its economic organi¬ 
sation, and that reform along capitalist lines looking to the alien 
Government for active assistance would be equally futile He, 
therefore, set out a programme for village uplift of which the 
mam items were the revival of hand spinning and hand weaving 
combined with that of other village industries, a new type of 
education suited to the agricultural population, the uplift of 
women, better sanitation and the removal of untouchability andL 
the drink habit This programme was to be carried out through' 
voluntary effort, backed by voluntary sacrifice on the part of the 
consuming public, through an education that would make the 
producer look upon his work as an opportunity for service, and 
not as a means of making private gams The village worker 
would be at the same time “the scavenger, the nurse, the arbi¬ 
trator of disputes and the teacher of the children of the village ” 
“The whole of this programme will, however, be a structure on 
sand if it IS not built on the solid foundation of economic equality. 
Economic equality must never be supposed to mean possession of 
an equal amount of worldly goods by every one It does mean, 
however, that every one will have a proper house to live in, 
sufficient and balanced food to eat, and sufficient khadi with 
which to cover himself” The All-India Village Industries’' 
Association was formed m 1934, m accordance with the resolution 
of the Indian National Congress, with a programme of improving 
village sanitation, diet and village industries. The work of the 
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Association was helped and financed by the Provincial Congress 
Ministries, and was supplemented by the activities of the All- 
India Spinners’ Association and the Gandhi Seva Sangh 

The co-operative movement in the West has evolved into a 
movement for rural reconstruction It has tended to exert an 
influence over the general life of the village “By means of 
meetings, festivals, games, the wireless, the cinema, the estab¬ 
lishment of libraries, etc, the local co-operative societies and 
their federations do all they can to provide the countrymen with 
opportunities for relaxation, culture and communal life 

In India, we have the foundations for the growth of a similar 
movement through the old village panchayats We have the 
prospect of making it a spontaneous movement starting from the 
bottom, namely, the village unit, helped by the influence and 
work of Gandhiji and his followers With the advent of National 
Government, we may have the right kind of collaboration between 
the Government and the co-opcrative movement making possible 
through legislation and financial resources the uplift of the rural 
population and the revival of our agricultural prosperity 

CHAPTER XIII 

FARM ACCOUNTS AND FAMILY BUDGETS 

Agriculture in India, it must not bo forgotten, was based on a 
self-sufficient economy in the past, the cultivator pioduced pri¬ 
marily for his own needs Thus, agriculture in India could 
scarcely be regarded as an industry, yielding a margin of profit 
to the producer under competitive conditions During the last 
century, howevei, the cultivator in India has been drawn into 
the price economy and the international market, whilst at the 
same time, he has not radically changed his methods nor adopted 
any of those devices which characterise commercial agriculture 
in the West The result has been that our agriculture has been 
a deficit occupation, in the sense that commercially it does not 
leave the farmer a net profit after making allowance for all the 
elements involved in the cost of production This conclusion has 
been borne out in the last twenty years by the study of farm 
accounts and farm management details in the different parts of 
the country 

Village Surveys and Farm Accounts 

It has been only during recent years that attention has been 
drawn to the question of farm management in India The results 

1 "Co-operative Action in Rural Idfe.” Geneva, 1939. p 29 
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of investigations into the problem may prove of considerable help 
to cultivators in the organisation of farms Farm accounts may 
give us fairly accurate information about the income and expen¬ 
diture of the farmer, which can be compared with similar data 
on other farms, enabling him to locate his strong and weak 
points Such accounts are also helpful in laying down an agri¬ 
cultural policy based upon data with regard to the economics of 
various systems of farming Questions bearing on the share of 
tenants and of landlords in the farm income may also be resolved 
with the help of such intormation A single method of investiga¬ 
tion may not be suitable for the entire country of the size of 
India Each province has its own special features, with differ¬ 
ences, in climate, soil, size of holdings, means of irrigation and 
labour supply The methods and practices of agricultural pro¬ 
duction also differ from province to province It is desirable, 
therefore, that different lines of work and research should be 
resorted to, not only to co-ordinate conclusions and results withm 
the same area but also for the purpose of comparison between 
conditions prevailing in different provinces 

The “survey method” tries to cover a large number of cases 
with a view to presenting a general view of a whole tract or loca¬ 
lity “Cost accounting” takes into account details regarding a 
few individual farmers, and involves an analysis of all direct 
and indirect expenses, so as to determine costs and profits on 
each product Survey methods are helpful in the study of gene¬ 
ral economic conditions of a particular area Cost studies are 
very difficult in a country like India, due to the illiteracy of the 
peasantry and the heavy expenditure involved in the collecting 
of information And yet, in the absence of accurate information 
with regard to costs of production, all such attempts as are 
recently made for the control of agricultural prices are likely to 
court failure 

The survey method admits of comparison of a large number 
of farmers with one another, and brings to light the factors which 
might promote better farming Such a survey is usually founded 
upon a demarcation of the country into economic zones, according 
to the nature of the climate, the soil and conditions of far ming 
In each zone, villages may be selected for the purpose of survey, 
the sampling being determined m the hght of the purpose for 
which the results are to be used. 
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Some Village Surveys 

It was after the World War of 1914-18 that village surveys 
came to occupy a dominant place in economic investigations. One 
of the early studies in this direction was that undertaken by Dr. 
H H Mann in 1917, entitled “Land and Labour in a Deccan 
Village ” In his preface Dr Mann said, “the study of rural life 
and of rural conditions by close mquiry into the circumstances of 
1 single unit, be it village, parish or estate, has come to the front 
in recent years, as a method of social and economic investigation 
And by the use of this method, if the villages to be studied are 
well chosen, a very much more intimate acquaintance with the 
actual conditions of life than by any other method can be obtain¬ 
ed ” In 1925-28, studies in the cost of production of individual 
“trops such as bajri, ]owar, gram, wheat, groundnut and sugar¬ 
cane were undertaken in connection with farmers in villages near 
Poona, Sholapur and Nasik, and were published in a departmental 
bulletin The Foreword to the publication by Dr Mann stated. 
The study of the costs of cultivation of different crops in India 
has hardly been commenced anywhere Without such a detailed 
study, it IS extremely difficult to judge the relative value of altei- 
native crops, taking into account such factors as the utilisation of 
available labour, otherwise unemployed. In fact, the study of 
costs of cultivation under a peasant system of agriculture, while 
of the extreme importance in considering the real economic posi¬ 
tion of the owners and workers on the land, is an almost unopened 
field of study anywhere in the world ” 

In 1928-30, the study of farming units was undertaken It 
was found that the net profit measure, in vogue in India and 
England, was not suitable for peasant farming in India, where 
farming is followed more as a means of livelihood than as a 
business In 1930-31, a fairly homogeneous tract predominating 
in jowar was selected in Sholapur district, and a few farmers’ 
activities were studied by the cost accounting method In 1931-32 
a tract in Charotar (Gujarat) was selected Records were main¬ 
tained by the cost accounting method and the results are being 
scanned. 

Similarly in the Punjab, the Board of Economic Enquiry 
began from 1919 systematic economic surveys of a representative 
village m each of the 29 districts of the Punjab So far sixteen 
surveys have been conducted. The Board has also published 
“Farm Accounts in the Punjab ” Since 1923, there has been a 
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continuous publication every year of the accounts of some farms 
in the Punjab, a work initiated by the Agricultural College, 
Lyallpur. Similar Boards of Economic Research have been set 
up in the United Provinces and in Bengal. The Imperial Council 
of Agricultural Research in co-operation with the Indian Central 
Cotton Committee undertook the study of cost accounting of 
1,150 holdings in 144 villages in different districts The results 
have been published in the form of Provincial Reports The 
Marketing Department has undertaken marketing surveys, giving 
a complete picture as regards supply, demand, price, methods of 
transporting, marketing and distribution of agricultural products 
like rice, wheat, linseed, eggs, etc 

The Wai Taluka Survey 

The Gokhale Institute of Politics and Economics at Poona 
undertook “a survey of farm business in Wai Taluka in 1936-38 
The tract consisted of 39 villages with a total area of 87,660 acres 
and a population of 49,563 in 1931 The villages from which 
farmers were selected had an area of 59,515 acres Out of 3,216 
farmers who owned at least one bullock, survey schedules were 
completed, relating to 490 farmers in 1936-37 and 620 in 1937-38 
The majority of farmers covered during the first year were in¬ 
cluded in the second year’s study The average area of the farm 
was 12 5 acres, of which the cultivated area was 9 5 acres, 1 8 acres 
being double cropped The crops in order of importance were 
jowar, bajri, groundnut, gram, wheat and potatoes 

The results of the survey showed that the average expendi¬ 
ture per farmer for the year was Rs 323 This did not include 
any charge for the interest on investment or any remuneration 
for the labour of the farmer and his family Of the total expen¬ 
diture of Rs 323, Rs 27 and Rs 44 represented payments on 
account of land revenue and on account of rent paid to landlords 
per farm respectively Rs 97 4 per farm was spent on feeding 
live-stock The expenditure on seeds and manure amounted on 
an average to Rs. 39-6 and Rs. 36-2 per farm respectively The 
farm income per farmer during the year amounted to Rs. 88. 
“But this allowed neither for interest on investment nor for wages 
for unpaid family labour. If interest is allowed at three per 
cent per annum on the total capital investment and if the wage 
of family labour is calculated at Rs 9 per month per adult worker, 
the net result for the average farm business is a loss for the 

inAA^ R Gadgll and V R Gadgil, "A Survey of Farm Business in Wai Taluka,” 
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year of Rs. 99 ’ The whole result of this survey in Wai Taluka 
IS summarised in the table on the preceding page, the year of the 
survey being 1937-38 —^ 

In this table, the “farm income” is what is left to t-he farmer 
after deducting the farm expenses from the farm receipts Farm 
expenses do not include interest on the farm investment or the 
cost of the labour of the farmer and his family Farm income is 
thus the total income received by the farmer in respect of his 
capital investment, the labour of himself and his family and 
the profits of his business This is usually considered by the 
farmers as their inccme The measure of “net protits” is more 
accurate and confirms the \iew to lepeatedly e'^pressed that 
farming in India is carried on under conditions of a deficit eco¬ 
nomy The data collected in Wai Taluka also show the uneco¬ 
nomic character of the small farm With a holding of less than 
7 5 acres, there is little chance of making a farm income and 
still less of making a profit 

Punjab Survey 

The same state of agricultural conditions is revealed m a 
report by the Board of Economic Enquiry, Punjab, on farm 
accounts in 1938-39, summarising the accounts of holdings —“ 
(see Table on pp 232-33) 

The Punjab enquiry thus shows that when we take into 
consideration in farm accounting the rent that would have to be 
paid for the land owned and the wages of family workers, as 
well as interest on borrowed capital or on investments by the 
owners, there is no net income on the working of the farms 
What the cultivator lives upon is the inccme derived from the 
labour of the permanent workers of his own family, and inter¬ 
est on such investments as he possesses in the share of land 
owned by himself It is deficit economy from a commeicial point 
of view It IS also to be noted that the highest farm income 
under these conditions is Rs 72 per year for a family of 4 to 
5 souls 

The same story is repeated in South India A survey of the 
village of Nerur in Trichmopoly District with a population of 
6,200 undertaken by N S Subramanian yields the following 
results —^ (see p 234) 

1 Ibid , Table No 19, p 89 

- Labh Singh and Ajaib Singh, ‘Farm Accounts in the Punjab, ’ 19S8>39, Board 
of Economic Enquiry Punjab, Publication No 75 1941 

Villa^'’”wM* Economic Studies, No 2, Study of a South Indian 
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Income Expenditure 

Rs Rs 

Income from agricultural Expenses of cultivation 

sources at market prices 3,44,000 (excluding labour and 

Net income from non- wages paid within the 

agricultural sources, like the village) 1,32,000 

wages earned outside, sa- Land revenue, irrigation, 

lanes of Government ser- and allied cases 30,000 

vants and pensions 24,000 Rent to non-resident 

owners 70,000 

Interest on debt at 8% 40,000 

Rentals to Government 
tor toddy and arrack 
shops, tree taxes and 
rent to tree owners 12,000 

Minor outgoings 4,000 

Total Income 3,68.000 Total outgoings 2,88,000 


The net income of the whole village is thus Rs 80,000 or less 
than Rs 13 per head The average gross income per village pei 
year is Rs 38, from which the shares of Government, landlords 
and money-lenders are to be paid This gross income represents 
the wages of the family members who work on the farm and 
such amount as a prosperous year might bring with stable prices. 

Dr Radhakamal Mukerjee calls attention to a survey,^ the 
results of which were made available to him through the courtesy 
of Dr R B Gupta, Statistician to the U P Government It con¬ 
sisted of an enquiry into the costs and profits of cultivation of 
122 cultivators in 13 typical villages in the United Provinces 
The enquiry revealed that 28 pei cent of the holdings were 
below the economic size, that 37 7 per cent of the cultivators do 
not earn any profits, and seek to improve their position by agri¬ 
cultural labour, and that 93 per cent of the families do not even 
have the bare necessities of life The following table gives us 
some details — 


^ ^ Fnmily labour 

c 3 ^ Net intOTTio per holding 

- -g Fxpenses of (iro^s including man days (3 

Size of Holding Poiecntaga < iiltivation income wages of women days- 

I P' r acre per family 1 men days,- 

jiq O ***»" labour per 2 child days, 

acre 1 man day) 





Rs 

a 

Rs a 

Rs a 


Below 3 acres 

14 

J] 5 

41 

1 

40 0 

—1 1 

150 

3-5 

20 

16 4 

35 

15 

36 12 

+0 13 

184 

5-10 

47 

38 5 

33 

5 

35 12 

+2 7 

267 

10-20 

32 

26 5 

32 

0 

37 2 

+5 2 

358 

Over 20 acres 

9 

7 1 

32 

5 

40 5 

-h8 0 

390 

All groups 

122 

100 0 

34 

3 

37 2 

+2 15 

274 


^ Economic Problems of Modem India, Vol 1 p 117 
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In an economic .enquiry into the incomes of 1,592 

families 

selected from 24 villages of Gokak Taluka in Bombay, Dr M ! 

N. 

Desai in an unpublished thesis supplies to us a few 

balance 

sheets of individual farms 





Farm No 1 



Area cultivated 12 acres 

Crops grown—gram, wheat and 

Payment 


juwar, 1938-39 





Receipts 




Rs as 


Rs . 

JS 

Harrowing 

5 0 

Gram 



Sowing 

15 0 

Wneat only fodder 

4 

0 

Hoeing 

1 8 

Jo\.^ar stalks 

6 

0 

Manure 





Seeds 

8 0 

Gross incom** 

12 

0 

Weeding 

0 12 

Expenditure 

65 

4 

Rent 

35 0 




Total 

65 4 

Net loss 

53 

4 

The 

Same Farm 1937-38 






Rs 1 

as 

Expenses approximately the 





same 

65 4 

Wneat 

54 

0 

Manure 

10 0 

Gram 

38 

8 



Salflower 

18 

0 



Jowar 

10 

0 



’ Stalks 

9 

0 



Chaff 

6 

0 



Gross income 

135 

8 



Expenditure 

75 

4 

Total 

75 4 

Net income 

60 

4 


Farm No 2 



Area cultivated 3 acres Rent Rs 

18 Water supply canals 

1926-27 


Expenses 


Receipts 




Rs as 


Rs i 

as 

Plough inng 

24 0 

Cotton 

102 

0 

Harrowing 

8 0 

Jowar 

12 

0 

Hoeing and Sowing 

2 6 

Castor seeds 

5 

0 

Manure (sheep) 

10 8 

Jowar stalks 

5 

0 

Seeds 

0 12 

Cotton „ 

3 

14 

Weeding, wateiing, sowing 

3 12 




Embankments 

8 0 

Gross income 

128 

14 

Irrigation Cess 

21 15 

Expenditure 

97 

5 

Rent 

18 0 




Total 

97 5 

Net mcome 

31 

9 

The Same 1 

Farm Rent Rs 30, 1927-28 






Rs 

as 

Ploughing 

30 0 

Maize 

168 

0 

Harrowing 

11 0 

Cotton 

77 

8 

Ploughing and sowing 

9 0 

Fodder 

6 

0 

Manure ploughing 

48 0 

Cotton stalks 

4 

0 

Bringing manure 

20 0 




Se6ds 

1 8 




Carrying manure 

2 4 




Watering, weeding, sowing 

5 8 

Gross income 

255 

8 

Irrigation Cess 

15 15 

Expenditure 

173 

3 

Rent 

30 0 




Total 

173 3 

Net mcome 

82 

5 
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The Same Farm Rent Rs. 50, 1928-29 






Rs 

as 

Ploughing 

24 

0 

Maize 

24 

0 

Harrowing and Sowing 

5 

0 

ChiUy 

38 

0 

Manure (sheep) 

18 

0 

Cotton 

73 

4 

Seeds 

5 

2 

Fodder 

4 

0 

Planting, watering, sowing. 


Stalks and Chillies 

2 

0 

weeding 

8 

0 

Gross income 

141 

4 

Irrigation Cess 

19 

2 

Expenditure 

130 

8 

Rent 

50 

0 




Total 

130 

8 

Net income 

10 

12 


Farm No 3 



Area cultivated 

one 

: acre 

Rent Rsl 10, 1938-39 




Rs 

as 


Rs 

as 

Ploughing and harrowing 

16 

0 

Maize 

10 

0 

Sowing and hoeing 

3 

0 

Tur 

12 

0 

Seeds 

0 

10 

Stalks o£ maize and tur 

2 

0 

Labour 

2 

8 

Jowar sown at the borders 

2 

0 

Manure 

10 

0 

Chaff o£ tur 

3 

0 

Irrigation Cess 

2 

0 

Gross Income 

30 

0 

Rent 

10 

0 

Expenditure 

44 

2 

Total 

44 

2 

Net loss 

14 

3 

The Same Farm 1937-38 




Rs 

as 


Rs i 

as 

Same Expenses 

44 

2 

Maize 

45 

0 




Cotton 

28 

0 




Stalks of Maize 

2 

0 




Green fodder 

2 

0 




Gross income 

77 

0 




Expenditure 

44 

2 


Net income 32 14i 


When we look at these accounts, it appears that in every one 
out of two to three years there has been a loss on working, even 
on the crude basis on which these accounts are kept, that the net 
income shown is totally insufficient for a family of 4 to 5 souls, 
and that the cost of labour is calculated at a rate which is ridicu¬ 
lously low, judged even by the standards of a half-starving 
population 

These conclusions can be confirmed by a consideration of 
family budgets of agriculturists of five South Indian villages 
provided m a recent publication * 98 budgets were collected in 
Vunagatla, 50 in Vadamalaipuram In other villages a smaller 
number of budgets was collected We give below family budgets 
collected from two out of the five villages studied — 

»These tables are obtained from "Life and Living in Rural Kamatak," by M N 
Desal 1942 being an unpublished thesis We are indebted to Dr Dcsai for allow¬ 
ing us to use some material from his thesis The thesis is now published 
* Thomas and Ramkrishnan, op cit. pp 395 et seq 
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(1) Vadamalaipuram 
Agriculturists 



Rent Receivers 

Cultivating 

Tenants 




land holders 

and Labourers 


Rs as 

% 

Rs as 

% 

Rs as. 

% 

Food 

639 15 

59 1 

302 0 

63 6 

125 15 

78 8 

Tobacco and Drinks 64 15 

64 

30 13 

63 

8 10 

50 

Fuel and Lighting 

36 2 

32 

n 0 

3 1 

3 2 

20 

Clothing and Footwear 131 2 

119 

38 0 

74 

11 8 

7 1 

Household utensils 

10 0 

1 0 

4 9 

1 0 

1 1 

10 

Other items 

201 6 

18 4 

88 11 

18 6 

9 13 

61 


(2) 

Vimagatla 





Cultivatmg 

Tenant 


Labourers 


land holders 






Rs as 

fo 

Rs as 

% 

Rs as 

% 

Food Tobacco and 






Drinks 

114 0 

63 

118 8 

76 

87 12 

78 

Fuel and Lighting 

4 8 

3 

2 4 

2 

2 4 

2 

Clothing and Foot¬ 







wear 

28 8 

16 

14 4 

9 

12 0 

11 

Household utensils 







Other items 

33 0 

18 

20 4 

13 

11 4 

9 


A striking feature about these budgets is the large proportion 
spent on food by all classes As the income rises, the proportion 
spent on food falls The working classes spend all their mcome 
on the bare necessities of life These figures do not, moreover, 
take into account the indebtedness of the agriculturists, nor of 
the difficulties created by fluctuating prices and uncertainties of 
the rains 

An enquiry into the economic condition of 145 families in 
four villages of the Kolaba District was undertaken by Mr S R 
Deshpande and Dr G S Ghurye and published in the Indian 
journal of Economics for April, 1927 The article supplies the 
the following tables showing the average distribution of expen¬ 
diture on various groups according to income classes.— 


Average no. 

No of of persons Food Fuel and Cloth- Rent Miscel- 
cases per family Lighting mg laneous 


Rs. 100 and below 

22 

3 77 

76 32 

3 44 

11 86 

29 

8 09 

” 101-200 

59 

5 34 

76 57 

3 15 

1130 

19 

8 79 

„ 201-300 

38 

5 97 

74 02 

3 12 

1135 

15 

1136 

» 301-400 

13 

6 46 

76 59 

2 16 

9 98 

— 

10 39 

Above 400 

13 

8.61 

70 36 

2 02 

12 44 

— 

15 80 

All incomes 

145 

5.66 

74.53 

2.85 

11.43 

13 

11.06 
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Actual Annual Expenditure of the Families *■ 


Average Average 

Infome No of No of Average o^cpendi- Food Clothing Fuel Mucolli- 
class cases persons income tiire noons 

per family 


Ri, 100 and Rs a p Rs a p Rs a p Rs a p Rs a p Ri. a p 

oelow 22 3 77 81 13 0 111 2 3 84 13 1 13 2 11 3 13 1 9 0 0 

(22 5'i) (3 4^) (3 71) 

101-_00 5D 5 34 144 6 1 162 9 11 124 8 4 18 6 11 5 1 11 14 4 7 

(23 22) (3 37) (4 68) 

201-.00 38 5 07 232 12 7 223 14 8 10) 11 9 25 6 8 6 15 7 25 7 2 

(27 81) (4 13) (418) 

301-400 13 6 46 343 14 9 285 3 8 213 7 4 28 2 6 7 6 1 31 2 6 

(33 74) (4 33) (4 79) 

Abo>/e 400 13 8 61 613 1 1 504 2 5 3C4 11 1 62 11 1 10 0 0 76 8 7 

(41 23) (7 31) (8 32) 

All incorre 145 0 66 213 6 11 212 7 10 138 5 8 24 4 8 6 0 11 23 3 0 


These tables reveal the same fact that the larger portion of 
the total expenditure is devoted to food only The authors con¬ 
clude that there are reasons to believe that 56 per cent of the 
families studied live below the minimum level of subsistence, and 
that comforts are so few that they may be said to be non-existent 

It will be seen from these studies that the expenditure of the 
family in different classes increases with the income This does 
not mean necessarily that either more or better food is being 
consumed These tables suggest either that the higher income 
groups and better classes spend more on food, because the expen¬ 
diture of the lower groups is not sufficient to secure adequate 
food, or that the higher income gioup<; have a better and moie 
varied diet It is pointed out, however, that the average culti- 
vatoi, rich or poor, has the same diet All the evidence seems 
to point to the conclusion that the lower income groups live 
below the subsistence level 

A similar enquiry conducted in the Bhiwandi Taluka, Thana 
District, in 1938-39 by Dr Bhagat, into the family budgets of 527 
families out of 760 in 32 villages is found to yield similar conclu¬ 
sions The families were divided into three groups according as 
(a) they were families possessing or cultivating more than 10 
acres of land, (b) such as posses or cultivate at least 5 acres or 
have some other source of income and (c) the families which are 
either landless and subsist on labour or cultivate insignificant 
plots An analysis of the budgets of these three groups reveals 
the following results —^ 
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Expenditure per capita after reducing children and females to 
adult equivalents 

A B C All 

Amount Per- Amount Per- Amount Per- Amount Per¬ 
centage centage centagc centage 

Rsap Rsap P<?ap Rsap 

Food 62 0 9 63 3 54 0 8 67 5 45 7 0 71 2 53 3 1 66 5 

Clothing 10 15 0 112 3 6 9 10 4 5 8 7 8 6 8 2 10 10 2 

Medicine 375 36 269 31 1 10 9 25 283 32 

Religious ceremonies 1 12 7 18 1 10 1 20 179 24 1 10 8 2J 

Tea sugar and 

tobacco 11 15 0 12 2 7 13 5 9 G 5 8 4 8 6 8 2 4 10 2 

Miscellaneous 7 11 8 79 090 <4 440 67 GOl 76 

Total 97 14 5 100 0 86 b 5 lO'iO 64 14 3 100 0 79 1) 2 100 0 

This table corroborates our conclusion based or the cumu¬ 
lative evidence supplied in the foregoing pages, that the majority 
of our cultivators live below a subsistence standard 

Thus, whilst some information has been made available 
through a study of farm accounts and family budgets, there is 
room for a more careful collection of data with regard to the size 
of farms, the best combination of the factors of production that 
can give the highest returns, the correlation of prices with home 
production, exports and imports, and the actual distribution of 
farm incomes so that on the foundation of these well-digested 
statistical material we may build up the future of Indian agri¬ 
culture 


CHAPTER XIV 

LAND TENURES AND LAND REVENUE 
Early History 

In a predominantly agricultural country like India, the pro¬ 
blem of land tenures and land revenue are of primary importance 
m a discussion of economic problems India with her variety of 
resources and geographical conditions presents a variety of land 
tenures, which have been complicated by historical causes 

In the Hindu period, the land belonged to the village com¬ 
munity and was never regarded as the property of the king The 
traditional or customary share of the king was fixed at one-sixth 
of the produce which in times of emergency was raised to one- 
fourth The State had merely a right to a share always paid m 
kind. Under the Moslems, the existing tenures and tax system 
were adopted with some modifications, and the share of the 
Government was raised to one-third Under Akbar, the land 
revenue was fixed for a period of years payable m cash. To 
collect the revenue in a regular manner, headmen or tax farmers 
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were appointed, and by the middle of the 17th century, zemin¬ 
dars, assignees and farmers of land taxes had greatly strength¬ 
ened their position—a position which became hereditary in 
many cases due to the weakness of the central government 

When the East India Company acquired political control they 
took over the traditional system, but the whole character of the 
land system was transformed by them through the introduc¬ 
tion of British legal concepts in India It was assumed that the 
State was the supreme landlord In the place of the traditional 
share of the Government m the produce paid by the village 
communities as a whole, there was introduced a system of fixed 
payments in cash assessed on land which had no reference to 
good or bad harvest In most cases the assessment was indivi¬ 
dual, whether levied directly on the cultivator or on landlords 
appointed by the State The land revenue was considered as a 
rent rather than a tax Under British rule, the system of assess¬ 
ing and collecting revenue has varied according to the varymg 
circumstances of different provinces and to suit administrative 
convenience 

The principle underlying the land revenue settlement today 
IS that the Government is the supreme landlord and the revenue 
derived from the land is equivalent to rent Though this state¬ 
ment has been challenged, m practice it would appear to be a 
correct description of the relation between the Government and 
the cultivator The official term for the method by which the 
land revenue is determmed is “settlement” 

Land tenures in India may be defined as the system of rights 
and responsibilties of individuals owning or cultivating the land, 
vis-a-vis the State, regarding the payment of revenue The 
principal land tenures in India may be classified (1) on the 
basis of the relation between the holder and the Government as 
Zammdari and Ryotwari, (2) on the basis of the duration of the 
tenure as permanent and temporary The Zammdari system 
makes the zamindar the holder of all lands, from Government. 
He is responsible for the land revenue, the land being cultivated 
by tenants Under the Ryotwari system, the land is held directly 
by the ryot or occupant, who is m most cases individually res¬ 
ponsible to Government for land revenue The Zammdari Set¬ 
tlement is ordinarily known as the Permanent Settlement, though 
there is another type known as the Temporary Zammdari system. 
The Permanent Settlement was introduced m Bengal by Lord 
Cornwallis m 1793 The system was later extended to parts 
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of United Provinces and Madras. The Permanent Settlement 
covers 19 per cent of the total area of British India or roughly 
120 million acres About 30 per cent of the total area is covered 
by the Temporary Zamindari system The latter type of zamin- 
dars are mostly to be found in the United Provinces, the Central 
Provinces, in the Punjab and m parts of Bengal and Bombay. 
A variant of Temporary Zamindari established in C P is known 
as Malguzari in which the malguzars or patels who were tax 
farmers under the Marathas were now regaided as proprietors. 
The Ryotwari Settlements cover 51 pei cent of the area in Bri¬ 
tish India 

The Ryotwari System 

About 285 million acres in British India are held under the 
Ryotwari Tenure It prevails in Bombay, in most of Madras, m 
Berar, Sind and Assam The Ryotwari Tenure is characterised 
by the following features (a) The principle of the State owner¬ 
ship of all lands including waste lands underlies the system (b) 
The holder of the land is a mere occupant, having the right to 
use, transfer, and relinquish the occupancy of the holding He 
holds the land so long as he pays the land revenue The assess¬ 
ment IS a charge upon the crop, and the arrears of previous years 
are a first charge on the holding The revenue is regarded as 
rent and not as a tax, as a tax would imply the private owner¬ 
ship of land (c) Every holder of land is individually responsible 
for the payment of land revenue (d) The assessment is fixed 
for a period of 20 or 30 years and is periodically revised under a 
survey settlement 

There are two kinds of Ryotwari holdings (1) those in 
which each individual occupant holds directly from Govern¬ 
ment, and (2) those in which the land is held by village com¬ 
munities, the heads of the village being responsible for the pay¬ 
ment of revenue on the whole village area In Madras, Assam 
and Bombay, the Ryotwari tenure is on the individual basis The 
second type of Ryotwari holdings prevails in parts of North 
India It IS called the Mahalwari system 

The individual being directly assessed, the village commu¬ 
nity lost its economic function The peasant was given a pro¬ 
prietory right in the land which now became saleable and 
mortgageable for cash This happened at a time when price 
economy was already making a headway in India. The assess¬ 
ment was fixed on the basis of land and not variable according 
to the yearly produce, payable in cash at fixed periods. As a 
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cumulative effect of all these factors, the importance of the 
money-lender in the rural economy was increased. 

Even where groups of owners or village communities were 
recognised as proprietors of land, the results were the same. 
But in this case also, the collective responsibility was only in 
name There was a trend towards individual assessments, and in 
practice the co-proprietors were treated as individual proprie¬ 
tors ^ The periodic revision of settlement made possible the ap¬ 
propriation of a larger and larger share of agricultural income 
The Permanent Settlement 

In Bengal due to a confusion in the minds of early British 
rulers between the Zamindars and the English landlords, the 
Zamindars—the former tax farmers or revenue collecting officials 
of the Moghuls—were recognised practically as the owners of the 
land—though in reality they were land-holders and not pro¬ 
prietors—and were made responsible for the payment of a re¬ 
venue fixed in perpetuity As Sir Richard Temple says, the 
Permanent Settlement in Bengal was “a measure which was 
affected to naturalise the landed institutions of England among 
the natives of Bengal 

The amount of revenue exacted from the tenants was high, in 
case of default the estates were sold to speculators When the 
Settlement was first made, the assessment of the zamindar was 
fixed roughly at ten-elevenths of what the zamindar received in 
rents from the ryots The remaming one-eleventh was regarded 
as a return for his trouble Later history indicates that while the 
settlement of the zamindars remained unaltered, they went on 
increasing the rent from the tenants With the cultivation of 
waste land and rise m the price of agricultural products, the 
rents recovered increased, whilst the earningns of landlords were 
exempt from the operation of the income-tax 

One result of the permanent revenue settlement was the 
creation of a class of zamindars with vested interests They be¬ 
came the proprietors of big estates which never belonged to them, 
for they were merely the hereditary tax farmers or rent collec¬ 
tors Another result was the loss to the ryot of his rights to a cus¬ 
tomary rent and a permanent tenure The zamindars, though 
they could be sold out in case of default, soon degenerated into 
a selfish parasitic class of absentee landlords, and the Govern¬ 
ment lost an expanding revenue due to the permanent character 
of the settlement It also increased rack-renting. One more 



LAND TENURES AND LAND REVENUE 243 

consequence of the Permanent Settlement in Bengal has been 
the subdivision of rights m land. The zammdars leased out their 
mterests, and the middlemen leased out in turn, creating a long 
chain of rent receivers and rent payers who intervene between 
the State and the actual cultivators In 1819, “the absolute sub¬ 
jection of the cultivators of the soils to the discretion of the 
zammdars” was regretfully admitted, and yet no steps to protect 
the tenants were taken till 1859 Thus, “feudalism on the one 
hand, serfdom on the other, were the principal characteristics 
of the land system of Bengal ” 

Effects of the Permanent Settlement and the Ryotwari System 
Thus, under Britsh rule, there was a complete transformation 
of the land system by which the State became the supreme land¬ 
lord and the peasantry was reduced to the status of tenants 
The landlords under the Permanent Settlement dernod their 
right from the State and were liable to dispossession m case of 
default The silent but revolutionary change made by the in¬ 
troduction of the Zammdari system, and the recognition of only 
a limited interest of the cultivator m the Ryotwari areas, neither 
benefited the cultivators nor the Government In the perma¬ 
nently and temporarily settled areas the zammdar’s share was 
allowed to grow He was allowed to extort as much as he coula 
by way of rent, while m the temporarily settled areas the State 
increased its share from the zammdars to 50 per cent of the 
latter’s collection at the beginning of every revision 

In both the cases, the effect has been the decay of the village 
community and the peasantry The traditional relationship bet¬ 
ween the peasantry and the artisans, linked into a corporate unit 
like the village community, has been upset “The creation of 
landlordism, the conversion of occupants into full proprietors 
and under-proprietors, and the emphasis on the distinction bet¬ 
ween the superior proprietors and under-proprietors,” have been 
responsible for the deterioration of the economic position of the 
ryots and for the growth of a class of capitalistic rent receiving 
intermediaries The system of individual assessment and the 
abrogation of the common rights have led to an aggravation of 
our agricultural problem ^ 

1R Mukerjee, od clt p 53 The Simon Commission refers to the “gross in¬ 
equalities which prevail in the distribution of taxation ” "A poor cultivator who 
not onlv pays to the State a substantial portion of his income from land but 
bears the burden of the duties on sugar, kerosene oil, salt and other articles of 
general consumption, seems to receive very different treatment from the big Zemindar 
or landholder in areas where permanent settlement prevails who owns extensive 
estates for which he mav pay to the State a merely nominal charge fixed over a 
centurv ago and declared to be unalterable for ever while his agricultural Income 
IS totally exempt from Income tax ” (Report of the Indian Statutory Commissloir 
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Land Revenue Commcssion, Bengal (1938-40) 

A Land Revenue Commission was appointed in Bengal in 
1938, with Sir Francis Floud as Chairman to examine the land 
revenue system with special reference to the Permanent Settle¬ 
ment A majority of the Commission after pointing out the de¬ 
fects of the Zamindari system expressed themselves in favour of 
abolishing the system They pointed out (1), that it has deprived 
Government of the share in the increment of the value of land 
due to increase in population and extension of cultivation, (2) 
that it has involved Government in the loss of revenue from 
minerals and fisheries, (3) that it has deprived Government of 
intimate knowledge of rural conditions such as the Ryotwari 
system affords, (4) that it has imposed on the province an iron 
framework which has had the effect of stifling initiative and 
enterprise of all classes, (5) that it has encouraged an excessive 
amount of sub-infeudation, creating a number of intermediate 
interests between the zamindar and the actual cultivator which 
in some districts has reached fantastic proportions They quote 
in their support the memorandum of the Government of India 
on the land revenue policy in 1902 The memorandum referred 
to the “evils of absenteeism, of management of estates by un¬ 
sympathetic agents, and unhappy relations between landlord and 
tenant and of the multiplication of tenure holders or middlemen 
between the zamindar and the cultivator ” The Permanent Set¬ 
tlement was described in the Memorandum as a system of 
agrarian tenure “which is not supported by the experience of any 
civilised country, which is not justified by the single great ex¬ 
periment that has been made in India, and was found m the latter 
case to place the tenant so unreservedly at the mercy of the land¬ 
lord that the State has been compelled to employ for his protec¬ 
tion a more stringent measure of legislation than has been found 
necessary in temporarily settled areas 

The majority of the Commission were definitely of the opi¬ 
nion that no other solution than State acquisition will be ade¬ 
quate to remedy the defects of the present land system “The 
present system,” they say, “ought not to remain unaltered,” and 
that “there should be some modification of the settlement ” They 
maintain that the Permanent Settlement and the Zamindari 
system should be replaced by a Ryotwari system “Whatever 
may have been the justification for the Permanent Settlement in 

1930 Vol I) Recently, however the Madras Government has levied an agri¬ 
cultural income-tax on persons whose agricultural earnings are not less than 
Rs 5000 oer year 

>Land Revenue Commission Report, Bengal, Vol I, 1940, p 36 
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1793, it IS no longer suited to the conditions of the present time 
A majority of the Commission have also come to the conclusion 
that the Zamindari system has developed so many defects that 
it has ceased to serve any national interest No half measures 
will satisfactorily remedy its defects Provided that a practicable 
scheme can be devised to acquire the interests of all classes of 
rent receivers on reasonable terms, the policy should be to aim 
at bringing the actual cultivators into the position of tenants 
holding directly undei Government 

Legislation on the basis of the report has already been under¬ 
taken in Bengal, though it may take some time yet before the 
recommendations of the Commission are finally embodied into 
law It IS in itself significant that under Provincial Autonomy, 
the leaders of thought and responsible statesmen should be pre¬ 
pared in a spirit of free enquiry to examine into the foundations 
of long established economic institutions 
Landlords and Middlemen 

The increase of middlemen is not confined to the permanently 
and temporarily settled tracts About 51 per cent of the lands 
in British India, as we have stated, are held under the Ryotwati 
system In the remaining 49 per cent, there are intermediaries 
between the cultivators and the State Even m the Ryotwari 
tracts, thre has been a large increase in the number of tenants 
and subtenants Owing to the practice of sub-lettmg, 30 per cent 
of the lands in Bombay and Madras Provinces are not cultivated 
by the tenants themselves So also in the Punjab, the number 
of rent receivers has increased recently from six to ten million 
In the United Provinces, the rent receivers have increased by 
46 pr cent between 1891 and 1921 and during the same period in 
the Central Urovmces, there was a 50 per cent increase Refer¬ 
ring to the Permanent Settlement of Bengal, the Simon Com¬ 
mission observe “In some districts the sub-mfeudation has 
grown to astonishing proportions, as many as 50 or more inter¬ 
mediary interests having been created between the zamindars at 
the top and the actual cultivator at the bottom 

The increase in sub-infeudation has created an army of rent 
receivers who are all supported by the labour of the cultivator 
It “has become an incubus on the working agricultural popula¬ 
tion, which finds no justification in the performance of any mate¬ 
rial service, so far as agricultural improvements are concerned, 
and fails to provide for any effective means for the development 
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of the resources of the land Even the Government is not in¬ 
duced to spend money for agricultural improvement, because the 
resulting benefits might be appropriated by these middlemen. 
Along with the growth of sub-infeudation, there is progressive 
fragmentation of proprietory interests in the land due to laws of 
succession, and this results m increasing the complexity of the 
land system 

Absentee landlordism, which is growing not only in the 
Zamindari system but also m the Ryotwari system, leads to in¬ 
efficient management, and rum of farming in the long run There 
IS an increase of non-cultivatmg land-owners everywhere, even 
in the strongholds of cultivating proprietorship This encroach¬ 
ment of landlordism has brought in its wake all the evils of 
spendthrifts and inequitous land management - 

The tendency towards expropriation of the peasantry by 
money-lenders and capitalists has its serious reactions in the 
political field The growing consciousness of their rights on the 
part of the peasantry has resulted in the formation of the All- 
India Kisan Sabhas, and annual conferences have been held since 
1936 for the ventilation of their grievances and the amelioration 
of their condition Moreover, under the new constitution, politi¬ 
cal parties supporting their claims have inspired fresh hopes in 
the hitherto depressed agricultural classes On the other hand, 
in 1938, the first All-India Landholders’ Conference was held with 
a view to set up an independent organisation In the Constitu¬ 
tion of 1935, landlords are given special representation in Pro¬ 
vincial as well as Central legislatures But the position of the 
majority of small cultivators, with their uneconomic holdings, 
and of sub-tenants and unprotected tenants is very nearly the 
same as that of labourers, and it is difficult at times to distinguish 
between them. As the Madras Banking Enquiry Committee ob¬ 
serve, “We find it difficult to draw a clear line between cultivation 
by farm servants and sub-letting Sub-letting is rarely on a 
money rental. It is commonly on a sharing system the landlord 
getting 40 to 60 per cent, even 80 per cent of the yield and the 
tenant the rest The tenant commonly goes on from year to 
year eking out a precarious livmg on such terms, borrowing from 
the landlord, being supplied by him with seed, cattle and imple¬ 
ments. The farm servant, on the other hand, uses the landlord’s 
seed, cattle and implements, gets advances in cash from time to 
time for petty requirements, and is paid from the harvest either 

JFloud Commission Report, p 37 

=‘R Mukerjee, op cit p 148 
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a lump sum of gram or proportion of the yield. The farm ser¬ 
vant may m some cases be paid a little cash as well as a fixed 
amount of grain. The tenant may cultivate with his own stock 
and implements, but there is m practice no very clear line bet¬ 
ween the two, and when the landlord is an absentee, it is not 
always obvious whether the actual cultivator is a farmer or a 
sub-tenant.”^ Even in the Punjab, the so-called land of pea¬ 
sant proprietors, only two-fifths of land is cultivated by owners, 
while the rest is being cultivated by tenants of different kinds. 
During the last 45 years there has been an increase in the num¬ 
ber of cultivators who are tenants at will, i e., tenants from year 
to year - 

Tenancy Legislation 

Recent events connected with the no-rent campaigns on the 
part of tenants in different provinces and the rumblings about tne 
repudiation of private debts have led to more tenancy legislation 
for the amelioration ot the tenants The Bihar Tenancy Acts of 
1937 and 1938 cancel all enhancements of rents between 1911 at.d 
1936, reduce rents m the same period m proportion to fall m 
prices, abolish the system of recovery of rents m kind, and pio- 
vide for total or partial remission of rent where the oil has 
deteriorated due to deposit of sand or other causes Similarly, 
the Bombay Small Holders Relief Act, 1938, prevents landlords 
from evicting a tenant who has been in possession from 1st 
January, 1932, provided the tenant had paid the rent due upto 
June, 1938, and was willing to hold thereafter on the old terms 
The Bengal Tenancy Act, 1938, reduces the rate of interest on 
rent arrears to 6% per cent, withdraws the landlord’s right of re¬ 
covering rent arrears by auctioning lands, and suspends enhance¬ 
ment of rents for a period of ten years The Bombay Land Re¬ 
venue Code (Amendment) Act of 1939 passed under the Con¬ 
gress regime empowers the Government to vary the assessment 
in accordance with the prices of agricultural produce in deserv¬ 
ing cases, and is expected to give relief to those areas where the 
existing assessment is very high. 

These protective measures meant for the actual cultivators 
of the soil have been partially rendered ineffective, due to the 
presence of intermediaries Many of them remain unprotected 
tenants or swell the ranks of the landless labourers. As the Floud 
Commission observe, “it is true that the successive provisions of 

Madras Provincial Banking Enquiry Beport, 1930, pp 14-15 
a See “Tenant Cultivation in the Puniab.” by T Jain, in Eastern Economist. 
December 1st, 1044 
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the Tenancy Acts have endowed the raiyats with the practical 
ownership of the land But a large and increasing proportion 
of the actual cultivators have no part of the elements of owner¬ 
ship, no protection against excessive rents and no security of 
tenure 

Land Revenue Administration 

The general features of the land revenue administration 
whether Zamindari or Ryotwari, may be indicated under three 
heads' (a) The preparation of the cadastral record, (b) the as¬ 
sessment of the revenue, and (c) the collection of the revenue 
so assessed The revenue is levied by means of a cash demand 
on each unit assessed Under the Zamindari system, the demand 
IS assessed on the village or estate owned by a single proprietor 
or by a body of co-sharers The demand is a definite sum payable 
in perpetuity or for a fixed term of years, during which the 
whole of any increased profits which may accrue is enjoyed by 
the individual landlord Under the Ryotwari system, the assess¬ 
ment IS on each field as demarcated by the survey The revenue 
rates for different classes of land are settled for a term of years 
Except in Bombay, where the assessment is not fixed in terms 
of the produce at all, the revenue throughout India is assessed 
so as to represent a share of the “net produce.” The meaning of 
the term “net produce” varies in different parts of India In 
North India and in the Central Provinces, it represents the rent, 
or that portion of the gross produce which would, if the land 
were rented, be taken by the landlord In Madras, on the other 
hand, where Government deals directly with the cultivator, the 
net produce is the difference between the assumed value of the 
gross produce and an estimate of the cost of production For 
India as a whole, the calculated share of the net “assets” claimed 
by the Government is approximately one-half Various provi¬ 
sions are made in the different provinces for exempting from as¬ 
sessment, either permanently or for a term of yeais, increases of 
income due to improvements—such as wells, tanks and embank¬ 
ments—made by private individuals and for the relief from over¬ 
assessment of holdings which have suffered deterioration since 
they were assessed. 

Collection of Land Revenue 

Owing to the prevalent poverty of the agricultural classes, 
and also owing to the practice of obtaining two main crops dur¬ 
ing the year, the land revenue is generally recovered not by a 

^Report o 39 
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Single annual payment, but m instalments, the dates and amounts 
of which are fixed according to local conditions. For the re¬ 
covery of sums not paid by the date, the Government has ex¬ 
tensive powers conferred by law including compulsory attach¬ 
ment and sale The Government of India in a resolution dated 
25th March, 1905, laid down the principles to be followed by local 
governments in the matter of suspension or remission of land 
revenue. It was recognised that whilst it was legitimate to ex¬ 
pect the cultivator to take the bad with the good in ordinary 
years, it was hopeless to expect him to be able tu meet the fixed 
demand in years when the crops are barely sufficient for his 
own sustenance Payments were not to be enforcer' on a culti¬ 
vator of ordinary prudence if they impaired his future solvency 
in order to meet them The resolution endorsed the view of the 
Famine Commission of 1901, that “relief will not ordinarily be 
required when there is half a normal crop” Total rrhef was 
to be granted where the crop was less than a quarter of the nor¬ 
mal No relief was to be ordinarily given to the revenue payer 
of the landlord class, unless it could be ensured by legislation or 
otherwise that a proportionate share of the relief was extended 
to the actual cultivators of the soil 

The statement that the land revenue undei the Ryoiwan 
system is not an appropriation of the unearned increment of the 
soil, but an encroachment on the bare minimum of subsistence, 
has a considerable element of truth Where a large proportion of 
agricultural holdings are too small to be regarded as economic, 
the cultivators cannot afford the burden of the land revenue, and 
are compelled to resort to the money-lender to make good the 
Government demand The Famine Commission of 1901 observed 
with regard to the cultivator- “In good years he has nothing to 
hope for except a bare subsistence, in bad years he falls back on 
public chanty ” 

The manner and time of collection of the land revenue create 
added difficulty for the cultivator Usually he has no savings If 
there is a failure of ciops, he has to borrow and pay the Govern¬ 
ment demand Even with a normal crop, he has to pay the land 
revenue in two instalments—one before the 15th January, and 
the other before the 15th March He must have money at this 
time. Though he may have crop ready for sale, he cannot sell 
owing to slump in the market, because all the ryots are out for 
sale at the same time. He has to forego his profits or to borrow 
from the village sahukar. 
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A radical reform of the land revenue policy may be regarded 
as an essential condition for the improvement and development 
of agriculture in India. All talk about reducing or wiping off 
agricultural indebtedness is futile in the absence of a radical 
change in this direction. The State demand should only be 
levied on holdings which are economic, in whatever way the 
term “economic holding” be defined The collection should be 
on an elastic basis, leaving a sufficient margin to the cultivator. 
The Taxation Enquiry Committee observed in this connection 
“The income out of which the assessment is to be paid fluctuates 
enormously with the vagaries of the monsoon and other causes 
Some relief is given in many provinces by the partial or com¬ 
plete suspension or remission of the assessment, when there is a 
failure of crop But it is undoubtedly the fact that the inelasti¬ 
city of the land revenue drives a large number of people to the 
money-lender during bad seasons.” Whatever loss of revenue 
such measures may involve to the Government, it will be more 
than made up by the resulting material advance m the standard 
of living of the people It may also be suggested that until a 
complete redistribution of land takes place, the poorest cultiva¬ 
tors should be exempted altogether from the payment of the 
land revenue 

Incidence of Land Revenue 

The incidence of the revenue charges in India varies accord¬ 
ing to the nature of the settlement, the class of tenure, and the 
type of holding. Under the Permanent Settlement, Bengal ob¬ 
tained a total land revenue of Rs 3,14,00,000 in 1937-38 Under 
Temporary Settlements, 50 per cent of the rental in the case of 
the Zamindari land is regarded as a maximum demand. In 
regard to Ryotwari tracts, it is difficult to give any figure that 
would be generally representative of the Government’s share. 
Forty years ago, the Government of India were invited in an 
influentially signed memorial to fix one-fifth of the gross produce 
as the Government’s maximum demand In reply to this memo¬ 
rial and other representations, the Government of India issued a 
resolution in 1905 m defence of their land revenue policy, which 
asserted that “under the existing practice the Government is 
already taking much less m revenue than it is now invited to 
exact.” 'piis Resolution is still the authoritative exposition of 
the prmciples controllmg the Land Revenue policy of the Gov¬ 
ernment of India. The Resolution embodied the following prin¬ 
ciples- (1) In Zammdari tracts the standard of 50 per cent of 
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the assets is more often departed from on the side of deficiency 
than excess. (2) The State does not hesitate to legislate in the 
interest of the tenants in the Zamindari tracts against oppression 
by landlords (3) In Ryotwari tracts the policy of long-term 
settlements is being extended. (4) Local taxation is neither im¬ 
moderate nor burdensome. (5) Over-assessment is not a general 
or widespread source of poverty and cannot be regarded as a 
contributory cause of famine. 

It may be safely maintained that there has been a continuous 
rise in land revenue, and that its incidence tends to be inequit¬ 
able Dr Mann has shown the increase in revenue of a Deccan 
village from Rs. 889 in 1829-30 to Rs. 1,660 in 1914-15 ^ Accord¬ 
ing to Radhakamal Mukerjee, “In Madras, Bombay and the U P 
in particular, assessments haye gone up by leaps and bounds 
Even if prices go up, small cultivators are hardly in a position to 
benefit, as their produce is practically mortgaged to the sahukar 
who advances him money for seeds, etc Moreover, prices fluc¬ 
tuate, but rent and revenue payments are relatively inelastic. 
After a comparison of increase in land revenue with the index 
number of agricultural income per head, Dr Mukerjee concludes: 
“While the agricultural income during three decades increased 
roughly by 30, 60 and 23 per cent, the land revenue increased by 
57, 22 6 and 15 5 per cent in the U P, Madras and Bombay res¬ 
pectively Such a large increase of land revenue coupled with 
its commutation in cash and its collection at harvest time has 
worked very unfavourably on the economic condition of cultiva¬ 
tors of uneconomic holdings who form the majority in these 
provinces 

In Bengal the land revenue in 1764-65 was £811,000 which 
was increased to £1,470,000 in 1765-6 Under the Per¬ 
manent Settlement it was raised to £3,000,000 in 1793* The 
total land revenue increased from £15 3 million in 1857-8 to £20 
million in 1911-12 and was 23 million in 1936-37 There has 
been a tendency to increase assessment at each revision in the 
Ryotwari areas In Bardoli as a result of the ‘Satyagrah’ 
movement by the peasants against excessive assessment, an offi¬ 
cial enquiry was undertaken which “established to the satisfac¬ 
tion of the Government of Bombay the fact that the assessment 
was altogether excessive Though in some cases, the mcidence 

»"Land and Labour In a Deccan Village.” 1917. pp 42-43 

>Op cit p 206 
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may have been less, the inelastic nature of the time of payment 
and the rigidity of assessment are also responsible for deteriora¬ 
tion in the economic condition of the ryots 

The table given on the next page may be of interest as show¬ 
ing the incidence of land revenue m some provinces:—^ 

In spite of the Government of India resolution of 1905, we 
feel inclined to observe that the land revenue system is partially 
responsible for the defective cultivation of land in India The 
Taxation Enquiry Committee observed that it “drives a large 
number of people to the money-lender during bad seasons”, and 
it is responsible for the scarcity of capital which results from cut¬ 
ting down the narrow margin between the net produce of the 
cultivator and the minimum of subsistence There could be no 
more trenchant criticism of the Land Revenue System than the 
verdict of the Taxation Enquiry Committee - 

Concluding Remarks 

Thus in this country, the exacting demands of the State are 
added on to the demands of middlemen and absentee landlords 
with no interest in the improvement of the land Modern land¬ 
lordism in India is a vested interest, like the survival of feudalism 
in 18th century Europe But in India, it is not so much the 
survival of earlier institutions as a product of mistaken legisla¬ 
tion The landed magnates, whether the Zamindars of Bengal 
or the Talukdars of Oudh or the large landowners of the Canal 
Colonies in the Punjab, have neglected their duties towards the 
ryots, done very little towards the improvement of the land, anil 
contributed by their indifference and neglect to the growing 
impoverishment of the agricultural classes 

The land tenures of India reveal an extremely unsatisfactory 
condition with regard to the relations between landlord and 
tenants Palliative measures like tenancy laws cannot remove 
the evils connected with the irresponsible absentee landlordism, 
that has come into existence under the present system. “The 
landlords have encroached upon and restricted rights in the 
village commons, and displayed little practical interest in the im¬ 
provement of the conditions of the tenants”' Relations have 
become more strained with increasing sub-infeudation, a greater 

> Compiled from Statistical Abstracts of British India 

2 Report of the Taxation Enquiry Committee, pp 77-78 

' Cf ‘The landlord has become a rent receiver rather than wealth producer, 
having ceased to play his old and honourable part in the agricultural combination. 
To-day he neither supplies agricultural capital nor controls farming operations 
Below him has developed a class of intermediaries, who have profited from the 
complexities of the present land system and make the difficult position of the 
actual cultivator still more precarious This is no criticism but a summary of 
facts" R Mukerjee on cit p 381 
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gulf has been created between the landholder and the actual 
cultivators The increase of middlemen everywhere as a result 
of sub-lettmg has lowered the economic status of the ryot. Pend¬ 
ing the complete liquidation of these parasitic mid(Uemen and 
landlords, better relations between landlords and tenants can 
only be established, if rents are reduced to such an extent that 
the cultivator is left with an adequate surplus and the landlord 
ceases to be a rent receiver and is transformed into a producer of 
agricultural wealth 

There is also a need of improving the relations between the 
landholders and the State. Today, the State is regarded as an 
agency only interested in exacting the assessed revenue, so far 
as the cultivators are concerned With the increasing pressure 
of debt, and the size of the holdmg becoming more and more 
uneconomic, whilst the assessment demands show no signs of 
abating there is a growing feeling of hostility to the State. This 
feeling is aggravated by the increasing dispossession of the pea¬ 
santry by moneylenders and capitalist investors in land It is 
not to be wondered at that all this has led the peasantry to enter 
with alacrity into the “no-rent” campaign The social and politi¬ 
cal crisis that looms in the near future might perhaps be averted 
by a total exemption from the payment of land revenue of all 
those whose agricultural income is below a certain minimum 
The Punjab Land Revenue Committee decided against any ex¬ 
emption, evidently on grounds of loss of revenue But a loss of 
revenue is a subsidiary consideration, when we remember that 
the body politic can justify its claim to existence to the extent to 
which It promotes the well-bemg of its members 

The peasantry today is caught within the pincers of rack- 
renting on the one hand and mounting debts on the other. We 
shall see later on how in the industrial sphere, finance capitalism 
and the concentration of direction and control of industries in 
the hands of a few tend to the creation of an industrial proletariat 
side by side with the agricultural proletariat The growth of 
this vast multitude of the “have-nots,” supplemented by a rapidly 
increasing population, is symptomatic of a serious threat to social 
and economic stability, which may at any time burst into revolu¬ 
tion. 

The Indian cultivator, ousted from his land, can legitimately 
ask for a restoration of his land, though the landed mterest will 
clamour against such a change as revolutionary The ryot was 
expropriated without compensation and left to the mercy of the 
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landlord and the moneylender. He was converted mto a serf 
workmg on land on starvation wages. An expropriation of the 
Zamindars and the restoration of the ryots to their original status 
would be a less revolutionary and a healthier change than the 
mtroduction of the Permanent Settlement was in 1793 

A peasantry attached to the soil, struggling with the uncer¬ 
tainties of the rainfall and a climate that saps their energy, which 
cannot read an account or write a receipt, faced with a depression 
like that which began in 1929, roused by promises of political 
parties and agitators, cultivating strips of land which do not 
yield enough for subsistence, may be infuriated into an attitude 
of hostility which may pass into open rebellion against the land- 
owners Such rebellion may be put down by force aided by the 
Government Legislation may be at the best a palliative There 
are also not wanting today men who would be and are opposed 
to a radical change in the existing system of land tenure, men 
who believe that the landlord far from being an anachronism 
has a useful function to perform All that we need to urge is 
that the agricultural prosperity of India is the foundation of the 
prosperity of the people as a whole Flood and famine, falling 
prices and rack-renting by landlords, poverty and indebtednesi 
marked the history of the last hundred years of Indian agricul¬ 
ture No reform would be too radical, no measures too revolu¬ 
tionary, no plans too costly that result in the emergence of a 
contented and happy rural population 

CHAPTER XV 

THE AGRICULTURAL PROLETARIAT 

The Famine Commission of 1880 struck one of the earliest 
notes of warning about the growth of a surplus population on the 
soil, the landless labourers who live a half-starved existence in 
the villages, finding employment for a few months in the year, 
or sometimes none at all. The growth of this class may be ac¬ 
counted for by the increase of absentee landlords, by the transfer 
of land from the hands of cultivators into the hands of their 
creditors, by the displacement of village crafts and industries due 
to the spread and use of machine-made products, by the gradual 
transformation of the old village economy resting on custom and 
payment in kind into a price economy based on contract. Every 
circumstance which has weakened the position of the small 
holder, as Radhakamal Mukerjee observes, has increased the 
supply of agricultural labourers—“the loss of common rights in 
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the rural economy, the disuse of collective enterprise, the sub¬ 
division of holdings, the multiplication of rent receivers, free 
mortgaging and transfer of land, and the decline of cottage in¬ 
dustries.”^ The fractionalisation of land very often compels the 
cultivator to supplement his meagre earnings by working on the 
farms of others. In a normal decade, when there are no famines 
or epidemics, the landless labourers tend to increase faster than 
the rest of the rural population 

In Madras, for every thousand of agricultural population the 
non-cultivating classes numbered 77 in 1921, as compared with 
20 in 1901 The following table shows the increasing number 
of absentee landlords and proletariat per 1000 persons engaged in 
cultivation in Madras —- 



1901 1911 

1921 

1931 

Non-working landlords 

19 

23 

49 

34 

Non-working tenants 

1 

4 

28 

16 

Working landlords 

484 

426 

381 

390 

Working tenants 

151 

207 

225 

120 

Proletariat 

345 

340 

317 

429 

We get the following 

returns from 

the Bengal Census 

Report — 

1921 


1931 

Percentage 


(in OOO’s) 

increase or 





decrease 

Non-cullivating landlords or 

rent 




receivers 

390 


634 

+62 

Cultivating owneis and tenants 9,275 


6,041 

—35 

Proletariat 

1,805 


2,719 

+50 

The following table indicates the 

growth of 

agricultural 

proletariat 

1911 


1921 

1931 




(in OOO’s) 


Landlords 

2,845 


3,727 

3,257 

Cultivators 

71,096 


74,665 

61,180 

Agricultural Laoourers 

25,879 


21,678* 

31,480 

Others (market gardeners, cattle 



raisers, foresters etc ) 

5,196 


4,608 

6,536 


In the decade 1921-31, the proportion of agricultural labour¬ 
ers to cultivators has increased at a rapid rate as indicated by the 
following table —® 

^ Op cit D 215 

»P P Pillai “Economic Conditions in India,” 1925 p 114 (for figures from 
1901 to 1921) and Census Report for Madras, 1931, p 198 

»Statistical Abstract of British India, 1915 onwards and Abstracts of Tables, 
1911 census 

<The fall in sumbers between 1911 and 1921 was due to influenza and other 
epidemics 

■ Census Report Vol I Pait I 1931. p 288 
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Workers— Ordinary Principal Actual workers, 
farm cultivators occupation— cultivating 

servants Agricultural owners plus 

plus field labour tenant 

labourers cultivators 

1921 1931 

Total figiues 21,676,107 74,664,886 24,925,357 61,180,004 

Ratio 291 1,000 407 1,000 

In spile of the change in classification adopted in 1931 Census, 
which gives us an apparent decline in the agricultural popula¬ 
tion, these figures reveal the tendency to an increasing landless 
population Writing in a minute to the Floud Commission Report, 
Dr. Radha Kumud Mukerjee observes, “Bengal’s total popula¬ 
tion amounts to a little over 5 ciores It would appear that 
of this total population only about 137 lakhs are registered as 
‘principal earners,’ whose ‘working dependants’ number about 
7 lakhs. This means that 71 per cent of Bengal’s total popula¬ 
tion do not earn their livelihood and may be taken to be unem¬ 
ployed ’’ In almost all provinces, there has been a decline in 
cultivating landowners Even in the Punjab, along with the 
concentration of land in the hands of big owners, there is an 
increase in the number of cultivating tenants and tenants at will 
The increase in the number of transfers due to sales of land has 
contributed to the process of swelling the numbers of the land¬ 
less proletariat The number of transfers has increased from 
40,000 in 1905-6 to 115,000 in 1938-9 The fall in prices after 1929 
added to the burden of indebtedness and compelled small owneis 
to sell their tiny plots to pay the Government dues The same 
tendency is revealed by figuies of usufructuary mortgages of 
land which rose from 10 per cent of the total cultivated area in 
1922-3 to 13 per cent constituting 4 million acres of land in 
1936-7 - The growth of population compels even some of the 
cultivating owners of small plots to supplement the proceeds of 
their holdings by doing outside work 

Thus, the growth in the number of the agricultural prole¬ 
tariat IS a marked feature of our rural economy In 1882, the 
Census Report gave millions as “landless day labourers” m 
agriculture This number increased to 21 5 in 1921 and to 33 
millions in 1931 There can be no doubt that the number con¬ 
tinues to increase as has been revealed in recent village enqui¬ 
ries In the village of Khirhar m North Bihar, the agricultural 
proletariat forms 72 per cent of the total population of the village 
comprising 1167 families with 7003 people according to Mr. 

1 Floud Commission Report, Vol I. p 318 
»T Jain. Op dt 

17 
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Sarkar * In South India a recent resurvey points out that the 
existence of an increasing number of landless peasants has 
become a big problem and has assumed a grave aspect due to 
increasing landlordism and an increasing consciousness on the 
part of these peasants of their own economic and social eman¬ 
cipation - We have already described elsewhere the tendency 
towards increasing absentee landlordism and towards the ex¬ 
propriation of the cultivators by non-cultivating investors and 
moneylenders 

One of the factors, that has contributed to the growth of an 
increasing class of landless labourers, is the economic transition 
through which some of the criminal tribes and castes of India are 
passing. Many of them have sought refuge in jungles and foot¬ 
hills. In most tribal areas the original tribal system was one 
of a village headman and ryotwari tenure Under the land re¬ 
venue policy of the British Government, a limited number of 
persons were given proprietary rights These rights were 
gradually lost as moneylenders and traders exploited the 
Ignorance and improvidence of these primitive people Most of 
them were converted from tenants into landless labourers This 
has happened to the Gonds in the C P , the Bhils in Central India, 
the Korwas in the U P, and the Mundas m Chota Nagpur 

There has been a two-fold tendency in regard to laboureis 
on land In a number of provinces, whilst ordinary cultivators 
show a remarkable increase m numbers, there has been a de¬ 
crease in the number of farm servants and field labourers There 
IS a tendency for the cultivating owner to lelinquish his land to 
the non-cultivating money-lender from whom he obtains the land 
again as a tenant Between 1891 and 1921 in Bengal, whilst the 
number of ordinary cultivators and dependants increased from 
29 7 million to 30 5 milion, the number of farm servants and 
field labourers diminished from 3 6 million to 1 8 million In 
C.P. in the same period, rent receivers increased by 52 per cent 
The extension of cultivation with an increase in population has 
made the size of the holding uneconomical and has driven the 
hired labourers from employment on land to seek work as earth- 
workers, road-menders and other occupations, and in the last re¬ 
sort to purchase a strip of land by falling into the hands of the 
money-lender.^ This economic tendency also explains the large 
increase in the class of unspecified workers in census returns. 

' Indian Journal of Economics, July 1939, pp 94-96 

=>Op clt p 347 et seq 

■' “Economic Problems of Modern India ” Vol I, p 42 

< "Land Problems of India," pp 217 et seq 
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Economic Condition of the Field-Worker 

As we have stated, cultivators whose lands do not suffice 
for their maintenance add to their income by working as lab¬ 
ourers in others’ fields But very often the labourers have no 
plots of their own They are paid in kind for their services 
They receive a share m the crop, the amount varying according 
to custom from province to province Thus in the UP the 
Chamars are given IjlSth part of the barley crop and Ijfith of 
the wheat crop In the Punjab they receive 1 10th of the whole 
crop of grain They clear the fields before ploughing ?nd assist 
in the reaping of the harvest In Bengal, the annual wages of 
the day labourers vary from Rs 8 to Rs 24 together with pay¬ 
ment in kind In Bombay Province, the cash wages are as high 
as 8 annas a day in prosperous districts In an intensive study 
of 1,592 families in 24 villages ot Gokak Taluka, Bombay Pro¬ 
vince, undertaken in 1940, Dr M N Desai reveals that labourers 
on non-irrigated lands receive Rs 25 per annum per head and 
those on irrigated lands Rs 31 per annum The average income 
of the Hanjans who constitute the greater part of the landless 
workers in these 24 villages was Rs 29 per head “To say that 
they are breathing will be more appropriate than to describe 
them as living in this world In Western Punjab, a day lab 
ourer gets Rs 5 per month In the Canal Colonies, he receives 
twice that amount and food and clothing as well 

Mr J V Bhave, in a survey ot a Berar village,- points out 
that out of 377 families in the village 43 7 per cent are landlords, 
30 7 per cent are agricultural labouiers and 116 per cent are 
tenants The permanent labourers are employed on a yearly 
contract with wages varying from Rs 3 to Rs 8 per month Out 
of 318 workers, only 30 are employed as permanent labourers 
The employment of the rest is most uncertain Here too, the 
problems of agricultural labourers are connected with untouch- 
abihty, as most of the labourers are untouchables 

Dr Mukerjee gives us the following table regaidmg v/ages 
and price of rice in Bengal dm mg eighty years —■* 

1842 1852 1862 1872 1911 1922 

Field labour without 

food (in annas 1 1’ 2 3 44 to 6 

Price of rice 

(seers per Re) 40 30 27 1 22 7 15 5 

> Op cit p 273 

»"A Survey of Landless Agricultural Laboui 
“Indian Journal of Social Work,” March,1943 
»Op ci* p 222 


in Shindurajana Bazar,” In 



260 


OUR ECONOMIC PROBLEM 


The money wage has risen four to six times during this 
period, the price of rice has increased eight times In brief, real 
wages have fallen by 20 to 50 per cent The Quinquennial 
Wage Survey Report in the U P (1934) records the average wage 
at 3 annas a day In 326 villages, it was 114 anna only No ade¬ 
quate wage statistics are available but there is no doubt that the 
conditions all over have deteriorated 

Serfdom in India 

At the bottom of the agricultural ladder in India arc those 
labourers whose conditions are not very different from those of 
serfs Agricultural serfdom is most prevalent in those parts of 
India where the lower and depressed classes are most numerous 
Thus in Bombay, Madras, Malabar, Cochin, the C P, Central 
India and Chota Nagpur, where we have a large aboriginal popu¬ 
lation, the condition of the agricultural labourer is very much 
like that of a slave An official report describes serf labour in 
the following terms* “The average agricultural labourer is not 
infrequently compelled in times of stress to mortgage his per¬ 
sonal liberty In return for a small sum of mone'% which be may 
happen to need at the moment, he agrees to seive the man from 
whom he has borrowed The money is not repaid, noi is it in¬ 
tended to be repaid, but the borrower remains a life-long bond- 
slave of his creditor For his work, he merely receives an inade¬ 
quate dole of food and to all intents and purposes is in the 
position of a medieval serf”^ This agrarian serf labour is re¬ 
gularised in such a manner that some of the regions have a 
special name for it, e g Hah in Gujarat, Kaimuti in South 
Bihar, Janouri in North Bihar, Gothi in Orissa, Pannal pathiram 
in Tamil Nad, Gassi-gullu in Andhra, Bhagela in Hyderabad, 
Sanwak in Oudh, Harawah in Central India States, Jeetha in 
Karnatak and Barsalia in the CP- 

In the Bombay Presidency, we have Dublas and Kolis who 
serve in their master’s households as serfs for a number of gene¬ 
rations They may have received money for their marriage 
expenses, giving an undertaking to serve till they pay off their 
debt They are fed and clothed by their masters On the East 
Coast of Madras, similarly, many ot the agricultural labourers 
are Pariahs who are known as Padials The Padial is a serf who 
has fallen into hereditary dependence on a landowner from 
whom he has borrowed money. The money may have been 

July Dinker Desai. "Agrarian Serfdom in India,” in "Indian Sociologistr 

Ibid 
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borrowed either for his own marriage or for that of his son or 
daughter. The borrower undertook to work for the lender until 
the debt was repaid Such loans are, however, never repaid and 
the Padials themselves are being attached to the soil, go with the 
land when it is sold or the owner dies. In Madras, the Padial's 
wages are paid in kind equivalent to Rs 3-12 per month in terms 
of money. In Orissa, there are three kinds of hired labourers. 
(1) The Chakar or Baramasiya labourer engaged for 12 months 
with board and lodging and Rs 24 in cash His ancestor may 
have obtained a loan from his cmplovei (2) The Naga Muliya, 
who also works as a yearl\ servant, but leceives instead of board 
and lodging, 4 seers of paddy, and a plot of land to cultivate 
free of rent (3) The Danda Muliya, who is employed for a 
.short period on specified wages In Bihar, there are the Kamias 
or bond-servants who having borrowed money, bind themselves 
to perform whatever menial services aie required of them by 
their masters These depressed castes who have no land or 
security pledge their labour, whenever they want a loan, and 
not only their labour but that of their wives and dependants 
Very often it happens that the joint wages of the Kamia and his 
wife are not sufficient to feed them and their children Legisla¬ 
tion was introduced in Bihar and Orissa in 1920, declaring that 
such agreements between borrower and lender were void unlesi 
the full terms of the agreement were expressed in a stamped 
document, or if the period of agreement exceeded one year The 
Act did not prove effective, and a large number of serfs still 
work on the estates of Zamindars ’ 

An economic survey of the village of Atgam in South 
Gujarat undertaken by Mr Mukhtyar in 1929, reveals a system 
of permanent labourers known as Halis who belong to the Dubla 
community and serve their creditors fiom year to year, being 
unable to repay the loan during their life-time The Halis get 
their wages in kind or in some parts m cash Their wives serve 
in the house of their husbands’ masters, and their sons are em¬ 
ployed as herdsmen When translated into money the total 
amount of wages of a Hah family works out at 6% annas per 
day Mr Mukhtyar observes that while the actual output of 
work per day by a Hah is often less than that of a free labourer, 
the rate of wages paid to a Hah is higher - The Hali system is 

> R Mukerjee, op cit p 227 et seq 
Op cit, pp 161 et seq 

Cf “They are not employed at their own convenience on wages but are 
maintained usually hereditarily as permanent estate servants, by the larger land¬ 
lords—furnislied by these with homes and food, and not regarded as in a position 
to lejign '■ervlce and seek any otliei occupation There is virtually no difference 
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both uneconomical and inefficient, but the big farmers who 
employ the Hah adhere to the system as there is growing migra¬ 
tion of free labourers to the towns and cities Similarly, Mr. 
J. B Shukla in a study of 14 villages of the Olpad Taluka in 
Gujarat calls attention to the same system These Halis serve 
their creditors from year to year being unable to repay the loan 
during their life-time The Hali has been called an indentured 
labourer a free man de jui e but a serf de jacto ^ He is the back¬ 
bone of the rural economy of the Surat District In 1921, out of 
84,000 Halls in the Bombay Province, 57,000, i e, about 67 per 
cent weie found in Surat District alone- According to Mr. 
Sumant Mehta, the region of the Tapti river in Gujarat has 
about a lakh of serfs “The Hah goes on drudging from year to 
year He effects an escape from the drudgery either by death oi 
by running away to a distant place from his village ” * The 
same story is revealed in a survey of villages in the Bhiwandi 
Taluka, Thana District, by Di Bhagat who points out that the 
labourers from the Varh and Katkari communities borrow 
money on the occasion of marriages and agree to serve their 
masters at the rate of Rs 10 a year ’ 

Conditions of forced labour seem to prevail all over the 
country Writing about the aboriginal population of the Thana 
District an officer reports “All jungle tract tenants who culti¬ 
vate by ‘khad’ (i e those who pay fixed rent in kind, and not a 
crop share) are liable to be called upon to work for their land¬ 
lords If they refuse oi procrastinate they are liable to as¬ 
saults or beatings I was told on creditable authority of men 
being tied up to posts and whipped Such occurrences I can 
vouch for There are also rumours of men m the past having 
been killed This system of exacting forced labour from culti¬ 
vating tenants exists in almost all the provinces 

Apart from begar or veth (forced labour), there is a system 
of levying abianbs or illegal exactions which survives in Bengal 
and Bihdr It has reduced the cultivators to semi-serfdom. 
Sometimes these exactions take the form of marriage fees, some¬ 
times they are fines for social offences, sometimes they are taxes 


between the position of these Halls and the slaves of the American Plantation orior 
to the Civil War except that the courts would not recosnise the rights of the 
master as absolute over person and services But in this country where—more 
probably than in others—the rich have a better chance in the courts than the noor 
this difference diminishes in importance We might describe the situation bv savl 
ing that these Halls arc free men de jure, but sirfs or slaves de /icto - (Cen?Xs 

Report of the Bombay Presidency. 1921. Pkrt I. pp 219-23 ) ^ (Census 

lOp clt opp 117 et seq 
-Bombay Census Report, 1921. Part I. p 20 
J B Shukla. op Clt p 118 
Op Clt p 212 

Quoted by Mr Desal In Agrarian Serfdom in India,” op cit 
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for carrying on certain trades. These exactions deprive the pea¬ 
santry of a large portion of their already meagre income The 
abwab is employed not only as an engine of financial extortion 
but of physical oppression. “In Rajshahi,” accordmg to a set¬ 
tlement report, “landlords wield a sort of sovereign power dis¬ 
pensing justice and imposing taxes” According to another 
report, “in some of the remoter parts of Pabna, the Zamindar’s 
agents still assume summary but unauthorised magisterial func¬ 
tions, fining, and, at times, imprisoning those whom they 
convict ” Added to all this is the process of giadual expropria¬ 
tion of the cultivators by money-lenders, driving the aboriginals 
into the ranks of servile tenants liable to forced labour and to 
the payment of illegal exactions Agrarian serfdom thus lingers 
on in India—a relic of the Middle Ages which might well be 
regarded as one of the darkest blemishes in the economic life of 
present-day India 

The experts who constituted the Agricultural Commission 
with Lord Linlithgow as Chairman in their comprehensive re¬ 
port seem to have overlooked or ignored the problem of our 
agricultural proletariat The problem was outside the purview 
of the Labour Commission No protective measures, even of the 
simplest character, could, therefore, be thought of to help this 
enormous mass of our population except those contained in the 
famine code giving relief by employment in times of famine 
The majority of this mass belong to the Harijan class—the most 
Ignorant as well as the most helpless of India’s population— 
which likewise “forms the pool from which the urban workers 
are recruited ” The problem m our country is thus twofold—it 
is a problem of improving the conditions of the industrial work¬ 
ers as much as those of the agricultural proletariat 

The Problem of Agrarian Labour 

“The multiplication of landless labourers from decade to 
decade is the surest symptom of agrarian unsettlement in Indit 
which expresses itself in the fuiy of petty thefts and bazar loot¬ 
ing.”^ This landless class hangs about the country side, adds to 
the already existing inefficiency of agriculture and is a perma¬ 
nent obstacle to the introduction of better methods and the 
improvement of agricultural tools It is this same class which 
driven by starvation into the cities lowers the wages of town- 
workers and impeds the rapid growth of trade unionism, housing 
improvement and civic amelioration Speaking at the Second 

JJ V Shave, op cit 
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Conference of Agricultural Labourers, Dr P Sitaramayya ob¬ 
served “A series of intermediaries has come into being bet¬ 
ween Government and the ultimate cultivator who spends the 
day between slush and mud, who works now with a starving 
stomach and now with an half-appeased appetite, who knows no 
rest in storm or sunshine, who oftentimes has no dwelling site 
which he can call his own. He grows our paddy but starves 
He feeds our milch cows but never knows anything beyond 
canjee and water, he fills our granaries, but has to beg each day’s 
rations for the rest of the year He digs our wells, but cannnot 
touch them for his use, he clears our tanks, but must keep off 
them when they are full He is a perpetual hewer of wood and 
drawer of water for those who fatten on his laboui, and rise to 
wealth and plenty on his skeleton 

Dr Sitaramayya in his address at the same conference sug¬ 
gested the need foi collecting data for a colonisation scheme for 
the Harijans and the landless population to be run by co-opera¬ 
tive societies carrying on joint production on a co-operative 
basis The society would borrow money and assign land on 
leases for 12 years after which time the lands would become pro¬ 
ductive and paying “Even a machine plough cannot fertilise 
land the soil of which is alkaline in character, the levels of which 
are uneven, the surface of which is overgrown with bush and 
hawthorn, the sides of which are not provided with irrigation 
and drainage channels, the contents of which are not manured. 
When all these are provided, an aeroplane need not scatter the 
seed, pumps need not water the fields, machines need not turn 
up the soil We have such abundant man-power that we are 
the richest in the world for labour resources next only to China.”- 
Short of such comprehensive planning, we have in our land¬ 
less proletariat the breeding ground for a revolution that may 
threaten the very foundations of our social and economic life 
Agrarian unrest and crime may be the premonitory symptoms of 
an upheaval involving 33 millions of agricultural labourers, “the 
long suffering serfs” who are the first victims of disease, pesti¬ 
lences and famines With a low vitality and living on the margin 
of subsistence, with no hopes for a better future, with a growing 
consciousness of the injustice and wrongs of the present econo¬ 
mic system, they are pliant material in the hands of political 
agitators. Shall we take thought in time and plan for a rural 

1 Rural India. May, 1940 Presidential speech at the Second AgTlcultural 
Labourers' Conference 

*ma 
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economy which would guarantee the minimum of subsistence 
or a decent living for all, or look on with folded hands and con¬ 
tinue the policy of drift while the clouds gather and the rains 
destroy a superstructure from under which the gi ound is already 
washed away’' 


CHAPTER XVI 

A LONG-TERM AGRICULTURAL POLICY 

We have now surveyed the agi (cultural problem of India 
m all its mam aspects The agiicultuial situation of India to-day, 
not taking into account the exceptional circumstances created 
by the war, gives legitimate cause loi seiiou*^ appiehension. We 
liave seen how the process ot fragmentation and subdivision of 
land has been aggravated by an mcieasing population, clamour¬ 
ing for the cultivation of small strips ol land in ordei to avoid 
starvation In almost every province, there aie hundreds of 
thousands of cultivators barely eking out a living by the cultiva¬ 
tion of uneconomic holdings, compelled to incur debts with very 
little prospect of getting need from the burden, and living 
under the constant dread of starvation due to the caprices of the 
lainfall We have also seen how the increasing pressure of 
population on the soil has involved a strain upon its fertility turn¬ 
ing, in some places, fertile land into swamps and jungles 

We must not, however, overlook the increasing efforts made 
by the Central and Provincial Governments of late towards the 
development ofr our agricultural industry Those efforts are 
directed towards an increase in the yield of crops, and to the 
extension of the cultivation of cash crops of marketable value 
The importance of animal husbandry is increasingly recognised 
There is likewise an increasing recognition of the importance of 
forest conservation An active interest is being taken in fruit 
culture, and in poultry and agriculture as subsidiary industries. 
Legislation in land refoim has attracted attention And provi¬ 
sion of credit facilities through co-operative societies has met 
with increasing support 

But whilst we recognise the earnestness of these efforts 
and the good intentions behind them, we cannot help taking note 
of certain broad facts in the economic situation so far as it affects 
agriculture. When we try to analyse the poverty of the agricul¬ 
tural population, we cannot overemphasise economic changes 
brought about by British rule The adoption of a protectionist 

> We aie glad to find that the Government of India have instituted an inquiry 
into the conditions of agricultural labour with a view to iiilioducing imeliorative 
measures for Improving theii lot 
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policy by Great Britain in the early half of the 19th century in 
England, the subsequent change to free trade policy which 
proved most suitable to her, and the adoption of free trade policy 
in India, brought about the destruction of the handicraft economy 
by the dumping of machine-made products in India The loss 
of occupational equilibrium which followed upon the disappear¬ 
ance of rural industries was aggravated by a policy of indifference 
to, if not deliberate retardation of, the industrialisation of the 
country The peace which British rule brought in its wake has 
been followed by an increase in the population with its corollary 
in the shape of the Malthusian checks like starvation and 
disease We find no tangible evidence of adequate measures for 
rendering the labour of the mcreasmg population more produc¬ 
tive The present administrative structure involves on overhead 
expenditure too great for a poverty-stricken population To 
these facts are to be added the merciless exploitation of the 
toiling peasants by the land-owners and the middlemen and the 
usurious activities of the village sahukars Can India continue 
her slowly changing life while the rest of the world has been 
changing so fast’ She is in the stieam of world events The 
predominant caus’e of many of her ailments and particularly her 
agricultural backwardness is not what a foreign government has 
done or omitted to do, nor is it to be sought for in the conserva¬ 
tism of its agricultural methods, or in its social and religious 
institutions The most outstanding fact which has characterised 
the changes in the economic life of India in the past hundred 
years of British rule is the fact that she has been suddenly faced 
with the problem of adjusting her economic fabric, based upon 
custom and the village as the self-sufficient unit, to a competitive 
organisation based upon prices determined in an international 
market If Indian agriculture was a gamble ih the rains in the 
past, it has become a gamble in world prices today Methods 
of production which were adapted to a village economy cannot 
work successfully in a competitive economy No well-plan¬ 
ned policy devised to bring about a transition from the old to 
the new order, of agricultural life could have been reasonably 
looked for from a government with a century of laissez-jaire 
traditions behind it, and tinkermg with our agricultural problem 
which fails to take account of the fundamental fact can have no 
chances of reasonable success.' 

It may also be observed that the increasing expropriation 


> This of the agricultural of India has been particularlv stressed in “The 

Eeonomlc Problem of Indii ’ by T N llainaswamv 1942 Even Dr Vera Anstey 
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of the peasantry which marks our economic history has not 
resulted in the development of capitalist farming in our country 
as it has done in western countries The flow of capital to 
agriculture is not productive but parasitic, and has not led to 
the development of large-scale farming Investment of capital 
in agriculture is not regarded as a paying proposition m India 
due to the sudden transition from a village economy to an in¬ 
ternational puce economy It is not unnatural that the Bom¬ 
bay Industrialists’ Plan does not grow eloquent over the deve¬ 
lopment of agriculture by capdal investment on an ambitious 
scale '■ 

With this situation m the agricultural sphere, when we turn 
from the details of agricultuial conditions and methods to the 
larger problem of agncultuial policy, we need to keep in mind 
two fundamental considerations In the first place, we need to 
have a clear conception ol the aim behind oui policy In the 
second place, any long-term policy involving revolutionary 
changes must bo capable of absorbing the eleme nts of value m 
the existing social structure 

From the earliest days, agriculture has occupied a large 
place in national policies, not only because of the importance of 
food for the growing population, but also because of the import¬ 
ance of law material which the land alone can yield for the 
building up of industries There have been countries in the past 
that have fostered agriculture as the mam source of national 
strength. There have been others which have virtually dis¬ 
regarded agriculture, content to be dependent on imported food 
and raw materials There have been still others, who have 
thought in terms of self-sufl&ciency aiming at the satisfaction 
of their own agricultural needs without seeking to derive any 
large income from the export of its agricultural surpluses 

At the stage of economic evolution at which the world has 
arrived to-day, when scientific technological knowledge has 
made extreme types of economic specialisation possible, we 
might have expected the smaller countries of the world to resort 
to a policy of intensive development of a single line of produc¬ 
tion, whereas countries of wide geographical extent and con- 


writing in a half apologetic tone recognises the importance of this factor '‘Specialised 
production for commercial crops has greatlv increased self>sufllclency has declined, 
and India has been brought within the orbit of world prices Local and seasonal 
price fluctuations have by these means been greatly reduced but at the expense of 
increasing dependence upon world price trends and the trade cycle ’’ “Modem India 
and the West,” 1941, p 290 


’Cf "As long as capitalism remains what it is surplus capital will never be 
utilised for the purpose ol raising the standard of living of the masses in a given 
country lor this would mean a decline in profits for the capitalist ” (Lenin 
Selected Works, Vol V, p 67) 
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siderable diversity of resources would aim at a high degree of 
self-sufficiency Great Britain in the last century was a typical 
illustration of an industrialised country content to rely upon 
overseas producers for the bulk of her food and having a sense 
of security in the possession of a powerful navy The war of 
1914-18 so thoroughly undermined this sense of security as to 
give rise to a hysterical agitation for the rehabilitation of agri¬ 
culture, even to the extreme demand on the part of a few to 
make Great Britain self-sufficient in the staples of subsistence 
But post-war Bntain with the memories of the threat of famine 
under conditions of submarine warfare did not completely 
succeed in reviving her agricultural industry. It enreavoured 
to effect a favourable exchange situation between her products 
and the agricultural products of the members of the Empire 
During the course of the present war, she has made fresh en¬ 
deavours to revive her agriculture Her policy has been re¬ 
oriented so as to bring more land under cultivation 
and increase the output by intensive and extensive me¬ 
thods 45 per cent more land has been brought under 
cultivation alter the outbreak ot the war, and the output of 
cereals has increased by 50 per cent as compared with 1940-41 
Every possible encouragement extending to direct subsidies has 
been offered for the development of agriculture 

Far more effective were the measures adopted in the 
USSR for the rehabilitation of agriculture The Soviet Gov¬ 
ernment IS committed in the long run to a policy of fostering 
the development of manufacturing industries which would make 
Russia economically self-sufficient But the immediate need in 
Russia was more a need for an agricultural export surplus and 
the large majority of her popuplation is still engaged in farm¬ 
ing This has necessitated a policy of continuous stimulation 
of the agricultural production The one truth, however, that 
agricultural policy in the USSR serves to illustrate is that a 
well-planned policy of socialisation in food production, whether 
through state management and control and cultivation of land, or 
through collective and co-operative farms, can only succeed, if 
It IS co-ordinated to other phases of economic life and even 
generally to the social and cultural pattern of the life of the 
nation. 

The times through which we are passing in this country 
are peculiarly suited for a clear adumbration of a well-defined 
policy in relation to agriculture Nature has endowed us with 
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a variety of resources which would ensure to the people the 
satisfaction of their needs in respect of food. The second world 
war has strengthened our financial position by the wiping off 
of our sterling debt and the accumulation of sterling credits. 
The mam issue, as we have already stated, is to have a clear 
conception of our objective Are we to aim at economic self- 
sufficiency in the matter of our food pioduction, regulating our 
land utilisation policy so as to produce that quantity and quality 
of food and raw materials as would satisfy the demand for 
bringing up a healthy population and the '^orrespondmg de¬ 
demand of our industrial organisatioii'’ Or are wo to aim at a 
type of commercial agriculture which would iiiaKe our price 
structure dependent upon the mteinatioiial maiket and subject 
us to the influence of iiade cycles and periodic slumps'' 

The importance of the food problem has forced itself upon 
the attention of the nations duimg these last thiee years of war 
An editorial article m Nature in 1942 observed, “There are huge 
blocks of human life, m India and China for example, where 
the standard of diet is not of the same order as the minimum 
proposed by the Technical Commission of the League of Na¬ 
tions Europe with a population little more than one-thiid 
of that of Asia consumes moie cereals and six times as much 
wheat A world of such gross inequalities cannot be stable 
So far as our own country is concerned, the preceding discussion 
of our agricultural problem has already made it clear that, as 
a result mainly of indifference and neglect, there has been an 
enormous wastage of our agricultural resources We are buy¬ 
ing from abroad commodities which could be produced at least 
as cheaply in our own country, if our internal resources weie 
fully developed We aie importing also commodities when 
substitutes of equal or greater nutritive value are available at 
home We have become dependent on other countries for 
various articles of food We are importing, taking a pre-wai 
year 1938-39, about three crores worth of “provisions and oil¬ 
man’s stores” every year, including cheese, condensed milk, 
jams, fruits, fish and farinaceous foods There are few articles 
m this list, which could not be produced at least as cheaply 
from our own resources 

From 1941, far-reaching changes have taken place in our 
foreign trade. Lack of shipping facilities, suspension of trade 
with enemy countries, exchange control have all contributed to 

Poverty anywhere constitutes a dangci to prosperity everywhere ” Declaration 
of 26th Session of ILO 
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the reduction of our imports and exports alike If this reduc¬ 
tion wakes us up out of our lethargy and stimulates our home 
production, it will be all to the good But we cannot be opti¬ 
mistic about the future, unless we regard our war-time difficul¬ 
ties as a challenge and an opportunity for reorganising our 
agriculture on a comprehensive long-term plan with a definite 
objective. 

Assuming that our objective in agriculture is economic self- 
sufficiency with a possible margin of exportable surplus, which 
would enable us to buy our industrial requirements, the next 
question that arises is the measures by which this objective can 
be attained When we take into account the extent and the 
rapid growth of the agricultural indebtedness, the fragmenta¬ 
tion and subdivision of the land in almost eveiy part of the 
country, the rapidly increasing population, and the simplicity 
of agricultural tools and methods to which the ryots are used for 
ages, it might almost seem a task beyond the capacity of man 
to transform this land of medieval feudatories, on the one hand, 
and rack-rented poverty-stricken ryots, on the other, into a 
land of milk and honey The authors of this work have no 
illusions as to the practicability and ease with which a new 
agricultural policy can be inaugurated in this country The 
results of centuries of traditions and methods cannot be wiped 
off in a few years Settled modes of administiation cannot be 
broken up without producing reactions which it is impossible 
to anticipate The mores of corporate life have a method of 
avenging themselves in case they are deliberately set aside But 
whilst all this may be true, there are occasions in the life of 
nations as of) individuals when a drastic situation demands 
drastic remedies The agncultuial situation in India has, per¬ 
haps, reached such a stage in its history Its food resources do 
not expand with its ever increasing population ^ More land 
cannot be easily brought imder cultivation with present me¬ 
thods. The futility of the tinkering expedients of the last 
hundred years stands out in marked contrast to some of the 
bolder war-time measures forced upon a Goveinment reluctant 
to give up its laissez-faire attitude 

A study of the agrarian policy of Russia before the out¬ 
break of the revolution in 1917 offers a remarkable parallel to 
the history of agricultural policy m India In one sense, the 
Czarist experiments for the development of agriculture were 

^Wlth the Partition of India, the food problem in the Indian Union has become 
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more vigorous and were on a far more liberal scale of expendi¬ 
ture than was possible in India The mam problem in Russia 
was the poverty of the peasants and the large number of the 
landless proletariat Between 1908 and 1912, the use of artifi¬ 
cial manures in Russia increased by 400 per cent The output 
of agricultural machinery advanced enormously m the same 
period. The yield of land showed a rapid increase And yet 
the main problem remained unsolved The standard of living 
of the rural classes showed no improvement and even declined 
The increase in population resulted m continual subdivision of 
farms The total number of holdings had increased in a period 
of 30 years from 9 to 12 million The cultivating class except 
the wellrto-do kulaks continued primitive types of farming 
The rural economy ol Czanst Russia presents features which 
have their parallel in the rural economy of India—uneconomic 
holdings, continuing subdivision, small strips of land, farmed 
by men with no capital of any kind, unable to profit by the 
advances of scientific methods We may or may not experiment 
in India on the lines of Russia But it the uneconomic agricul¬ 
ture of our days is to be transformed into a flourishing agricul¬ 
ture, providing the millions with the means of a comfortable 
existence, we need a radical change in our policy and the 
abandonment of what we might call a policy of nibbling char 
acteristic of the past 

But it must also be remcmbeied that the problem of agricul¬ 
ture cannot be solved by agricultuial policy alone The economic 
life of any nation is an organic whole, and there can be no 
large-scale healthy development of agriculture unless it is 
correlated to the development of non-agncultural industries of 
all kinds Both in turn are dependent on a well-planned and 
well-organised banking and currency system as well as efficient 
transport and communication facilities In a correct perspec¬ 
tive, the economic life of the country as a whole must be cor¬ 
related with a regenerated body of social and cultural institu¬ 
tions, and a new outlook on life 

No agrarian reform in India has^ any likelihood of success 
unless the question of agricultural indebtedness is settled and 
the Indian farmer gets a chance of working on a clean slate. 
We have now in our midst a Central Bank, having a hold over 
our capital and credit market, the custodian of our national re¬ 
sources and credit. The primary charge on our national resour¬ 
ces should be the claims of our agriculture with its 290 million 
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dependants. Under section 54 of the Reserve Bank Act, an 
Agricultural Credit Department has already been functioning, 
dealing with the many-sided problems of rural credit We have 
also the beginnings of a mechanism through which the Reserve 
Bank can make credit available to the country We have the 
Central Co-operative Banks which are linked up in turn with 
the Provincial and District Co-operative Banks, and in the final 
resort, to village and lending agencies 

How IS the question of indebtedness to be solved’ Even 
if a policy of complete repudiation or cancellation of all debt 
were to be adopted by our government in the general interest 
of the agricultural classes, a policy familiar to the ancient 
Greeks and Romans, and not unreasonably held to be sound, it 
would not be an unmitigated hardship tor that small and much 
abused class of money-lenders, who have mostly safeguarded 
their loans on the assumption that what they lent would never 
be returned to them But if this be considered too drastic a 
measure even for a national government, there are alternative 
methods of dealing with the agricultural debt Debt concilia¬ 
tion boards are already working m a numbei of piovinces. scal¬ 
ing down the debts by mutual consent to figures ranging from 
50 to 30 per cent of the original claim In Madias, the ground 
for a proposal such as we desire to make has already been pre¬ 
pared under the Debt Adjustment Boards The Provincial Gov¬ 
ernment made arrangements by which the debtor could borrow 
the necessary amount to pay off his adjusted debt by new bor¬ 
rowing financed from Government funds In the Punjab, under 
the operation of the debt conciliation boards, debt claims upto a 
total of 40 lakhs were conciliated by actual payment of 14 lakhs 
Scaling down of the nominal agricultural debt which stands to¬ 
day at 1200 crores to 25 per cent of its face value, for the purpose 
of settlement would not create such ladical dissatisfaction among 
the creditor classes as to threaten the foundations of an organis¬ 
ed society^ It has been urged as an objection against such a 
drastic process that it tends to deprive the peasant of credit, 
“to make it difficult for the enterprising to obtain capital to 
develop their land, and easy for the inefficient to remain on it 
and to undermine the moral sense of obligation which makes a 


’ The People’s Plan makes a similar suggestion Tor reducing the oresent dpht 
25% and nroDoses that the State should undertake the habilfty of rSlyment bv 
teumg self-liquidating bonds of « vears at the rate of 3% interest The Bombay 
Plan, on the other hand ignores the gravity ^ the debt problem and has no solution 
offer except the usual tinkering method of helping the ryot through co-operative 
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man pay his dues and repay his loans.”^ All such objections 
rest upon the fundamental assumption of the perpetuation of 
the capitalist order working on the laissez-fatre postulate. But 
even assuming such an order, we doubt if the scaling down of 
debts would bring about a radical alteration in the character of 
<^he cultivating classes accustomed to observe the sanctity of 
contracts from generation to generation 

The debts, when they are thus scaled down, can be paid off 
through Land Mortgage Banks financed ultimately by the Re¬ 
serve Bank, and made repayable by the cultivators in easy in¬ 
stalments spread over a number of j-ears If the total amount 
of credit thus made available is roughly 250 to dOO crores of 
rupees, such an amount is quite within the actual credit resour¬ 
ces of the Reserve Bank of India Full control of our currency 
and financial policy will enable us easily to overcome the con¬ 
stitutional objections about the powers of the Reseive Bank-^ 
But the burden need not be thrown entirely on the Reserve 
Bank After the debts have been scaled down bv Debt Concilia¬ 
tion Boards, the liabilities of the agriculturists could be taken 
over by Land Mortgage Banks, who could recover the amount 
from the debtors by instalments spread over a number of years 
But this IS only the beginning of a huge task that faces the 
responsible leaders of our national government If this country 
IS to enter upon agricultural production by mechanised methods, 
and the use of scientific appliances, it is obvious that the seeds', 
the implements, the fertiliseis will have to be supplied by the 
State, as also the propaganda and the educational machinery 
for familiarising the cultivating classes with the new methods 
and the new appliances Plots and properties that are too small 
will have to be brought together in collective farming for the 
effective pooling of resources and implements The present day 
rigid practice of collecting the land assessment will have to be 
replaced by a system in greater daily touch with the farming 
population, which will take from them a part of what they have 
actually produced, leaving them a leasonable margin for a com¬ 
fortable living The principles of co-operative farming which 
we are here envisaging will not be entirely unrelated to the 
past If the village community in India was already an econo¬ 
mic unit aiming at self-subsistence, and based upon a sense of 
co-operation and corporate life, the principles of collective farm- 

1 Presidential address by Sir M L Darling Proceedings of the First Conference 
of The Indian Society of Agricultural Economics, 1940 p 12 

a And now with the proposed nationalisation of the Reserve Bank of India, there 
can be no difficulty to achieve this 
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ing on a co-operative basis with State credit to make up all the 
deficiencies of private enterprise, admit of bemg easily grafted 
upon these old world economic institutions. 

Russia at the time of the Revolution of 1917 was likewise a 
land of small farmers sunk in poverty with a heavy load of debt. 
They were not far from being serfs attached to the soil Within 
a period of 15 to 20 years the whole agricultural outlook in the 
country was changed The peasants were induced to pool their 
lands, their livestock and their implements Partly under pres¬ 
sure, partly by propaganda, partly by economic inducements, 
more than half of the entire peasant households of the Soviet 
Union were organised in collective farms, and over 70 per cent 
of the total cultivated area was brought under State and collec¬ 
tive farms If this could be achieved in Russia, with a peasant 
population as illiterate and depressed as the cultivating millions 
of India, a similar transformation of our agriculture from the 
old world methods to modem scientific farming on a co-opera¬ 
tive and planned basis, backed by State aid and control, is not 
beyond the limits of practicability Such radical transforma¬ 
tion of our agriculture would involve the complete disappearance 
of parasitic landlordism and the consequent redistribution of 
land 

Nothing seems clearer to us than that our agricultural 
problems, as we have sketched them in the foregoing pages, can 
never be solved by private initiative and efforts and along the 
traditional lines of laissez-fatre tinkering These problems 
represent the crystallised results of the accumulated neglect and 
blunders of generations Some of them are the product of insti¬ 
tutional forces To shake our agriculture free from the trammels 
of the past requires the corporate wisdom and resources of the 
body politic, resolutely bent on achieving its end, even at the 
cost of shaking the foundations of social stability 

We have hitherto assumed the feasibility of a planned agri¬ 
cultural development working on a clean slate and backed by 
the total resources which the nation can make available in the 
shape of men and materials Perhaps we are over-simplifying 
the nature of the problem, and our diagnosis of the character of 
the disease. We have already pointed out, that underlying all 
the defects of our present agricultural organisation, there may 
be deeper and more far-reachmg causes than the indifference of 
our alien rulers and the conservatism and thriftlessness of the 
agricultural population Briefly, the Indian farmer, whose agri- 
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culture was hitherto of the subsistence type of production, has 
been forced in a period of less than a century into a wider circle 
of exchange. Economic changes have led him to grow food or 
non-food crops on his farm, irrespective of the capacity of the 
farm, and its suitability for the growth of the crop A subsis¬ 
tence type of agriculture cannot be readily adjusted under con¬ 
ditions of private enterprise to the efficiency and specialisation 
of agricultural production such as are characteristic of the 
USA and Canada It is this subsistence type ol agriculture 
that has been dragged into the international market under the 
British rule, into growing cotton ami wheat, linseed and ground¬ 
nuts, for creating an export surplus to offset her payments for 
imports of services and cheap manufactured goods 

Even if the problem that faces us today m India is, as it is 
often said to be, the problem of equatmg a subsistence type of 
production with the new competitive conditions in a world 
market which her agricultural production has to face, an easy 
optimism like Sir M Visvesvaraya’s cannot take us very far 
He enumerates most of the details that we have touched upon 
and seems to rest satisfied with such an analysis “Excessive 
pressure of population on land, the small size of holdings and 
their progressive fragmentation, primitive methods of cultiva 
tion, waste of farm manure, irregular hours of labour, lack ol 
finance, crushing indebtedness of the ryot, universal illiteracy 
and phenomenal poverty”^ Sir M Visvesvaraya obviously 
thinks that if each of these weaknesses in the agricultural system 
can be dealt with by its own appropriate remedy, the country 
would soon find itself in an agricultural paradise We have only 
to supply good seeds, fertilisers, modern tools and improve¬ 
ments, healthy live-stock, working capital, cheap transport and 
favourable marketing facilities, we have only to provide sub¬ 
sidiary occupations suitable to each locality, and instruction m 
modern methods of farming, follow the USA as a model here, 
and Soviet Russia as a model there, and by a miraculous turn 
of the magician’s wand we may convert this land of poverty into 
a land of plenty ^ 

Leaving aside such easy methods of dealing with our agri¬ 
cultural problem, we ask ourselves what a large-scale planning 
would be able to accomplish Even the Agricultural Commis¬ 
sion felt inspired at one stage to suggest “If the inertia of 
centuries is to be overcome, it is essential that all the resources 
at the disposal of the State should be brought to bear on the 

^Planned Economy for India, p 52 , 
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problem of rural uplift.” The problem of improvement of agri¬ 
cultural production in India is not a purely technological pro¬ 
blem It is primarily an economic and political problem. 
Technological possibilties in the circumstances m which we find 
ourselves can only be translated into actualities through a plan¬ 
ned reconstruction of our socio-economic structure This is 
recognised in Dr Burn’s report when he observes that “if at 
the moment we are not prepared to accept the implication that 
modern technological methods demand the increase in size of 
productive units, we must at least admit that technological im¬ 
provements are impossible without at least collective action by 
aggregations of units’’^ He ends up his report by saying that, 
in any planning of agriculture for the future, one inevitably 
turns to the great Soviet experiment, he quotes Sir Daniel Hall, 
a well known British agricultural scientist, who states that 
planning of the Soviet organisation was done by men of wide 
material knowledge of the world and a wide experience of agri¬ 
culture 


Apart from this admission of the necessity for a planned 
agricultural development for the uplift of the masses, history 
has long since offered evidence of the failure of private entei- 
prise in solving agricultural problems In England, a farmer’s 
output of milk or potatoes has been limited He is encouraged 
to produce wheat and sugar beet In the U S A, he is encourag¬ 
ed not to produce wheat Wheat control was attempted, but 
broke down as the controlling board had no power to enforce its 
decisions Even where there is no control, the farmer is not 
tree to grow what he thinhs hest The small farmer in the 
USA, farming on borrowed money, has to grow crops that his 
creditors approve The local bank manager would want the 
crop to be one that would sell, the store keeper would not 
favour the growth of food for the farmer’s own consumption 
The choice does not he between control and the absence ot 
control. It lies between control by a central body for the good 
of the whole community and control by a variety of smaller 
bodies with limited and conflicting interests Private enterprise 
in agriculture has been attended with waste and disaster State 
control may perhaps involve waste and inefficiency But are we 
sure that planning by the State is worse than the sporadic plan¬ 
ning or lack of planning involved in the present system 


»Report, p 120 

•* The much boosted capitalists’ Bombay Plan which proposes to plan for a doubl¬ 
ing of the national income In 15 years takes no account of the deep rooted maladv 
In our agriculture and provides the same Visvesvaraya type of tinkering remedies^ 
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Planning for agriculture would require, in the first place, a 
careful ascertainment of the food requirements of our popula¬ 
tion on the basis of a balanced diet. Such calculation should 
take into account the growing quantities demanded by a growing 
population within the next ten or twenty years In the second 
place, there would have to be regional allocation of different 
varieties of food crops suited to the character and constituents 
of the soil Such planning, if it is to be successful, must be on 
an all-India basis in which questions of provincial autonomy and 
intra-provincial differences should never be allowed to interfere 
with the larger interests of the population of the countiy as a 
whole ^ In the third place, the organisation of village co-opera¬ 
tive societies in every village should be the machinery through 
which the farmer can get the seeds and fertilisers, and imple¬ 
ments necessary for raising the crop assigned to this land under 
proper advice The village co-operative society may not be 
confined in its activities to the supply of cheap credit under 
piivate initiative Its activities may extend to co-operative 
production linking the small farmers into the enjoyment of the 
benefits of large-scale farming by mechanised methods These 
co-operative societies, which we have in mind, are not to be the 
product of private enterprise, helped by private resources, but 
the cieation and agents of the Government, working with 
capital made available by the Reserve Bank, with their person¬ 
nel in daily touch with the agricultural population, helping and 
guiding and stimulating at every turn 

The type of agricultural organisation we are visualising is 
an organisation based upon State regulation of production in the 
general interest of our people, and the conversion of agricultural 
production into a public utility service Such an organisation, 
we hope, will not break up the stability of the social structure. 

For the authois of the plan there is obviously no parastic landlordism and there is 
no landless proletariat, the two tragic features in our agricultural life To those 
who Ignore these leatures and their admirers, the execution of such plans may 
promise economic salvation, their naive laith in the efficacy of private enterprise 
may bring comfort to then souls We, whose faith in private enterprise has been 
so profoundly shaken by the course of events and who are alive to the factors that 
are undermining oui agricultuial organisa ion ind which the authors of the plan 
Ignore we may well be permitted to be sceptical about such self-propelled economic 
panacea-wise projectiles It is refresiung to note m thii, connection that vniiUt the 
second part of the Bombay Plan makes a lukewarm suggestion for transforming 
gradually the Zamindari system into ryotwari tenures obviously in deference to 
ciiticism for omission of all reference to the subject in the first part the People’s 
Plan offers a solution in the form of nationalisation of land held by parasitic owners 
through the issue of 40 jears self-liquidatmg State bonds We do not think 
however, that the wholesale expropriation of landlords would be in any way an 
uniust act, in view of fact that It would merely deprive the landlords of what did 
not and does not belong to them There are, however, proposals m some of the 
provinces that have moved bills for the abolition of Zemindars for the payment of 
compensation on an ultra-liberal scale 

*With the Partition, we have to make the best of what we have but the plan¬ 
ning must be on an all-India basis 
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though it Will temporarily aggravate the difficulties of a surplus 
population on the soil. For the caste organisation and the joint 
family system, whatever be their weaknesses and shortcomings, 
rest upon those ideals of service and co-operation, which under¬ 
lie the socialised agricultural production which must replace the 
unco-ordinated competitive activities of a laissz-faire organisa¬ 
tion Any method of mechanised and scientific agriculture is 
bound to bring with it a phenomenal economy of human and 
animal labour—a problem of an exceptionally serious character 
in India, which will have to be dealt with as an independent 
question Society will have to find its own method of absorbing 
the drones whom it is compelled to produce in the course of its 
planned activities. But the application of scientific methods to 
agriculture in India, it may be suggested, need not employ that 
power production by mechanised appliances which would throw 
out of employment the existmg population that work with their 
hands The place of mechanical power may well be taken in 
India by human labour, when it is so abundant for that intensifi¬ 
ed production, which would raise the standard of life of the 
agricultural population All that we need to emphasize at this 
stage is that if socially planned agricultural production involves 
the subordination of private initiative and individual enterprise 
to social ends, such planning should not deter us from recon¬ 
structing our social institutions The planning of food produc¬ 
tion for the satisfaction of our own hungry millions involves net 
the glorification of the profit making individual, but the aban¬ 
donment of greed and self-aggrandisement in the individual, a 
resuscitation and reorientation in a new economic environment 
of that corporate spirit which has been so characteristic of the 
social organisation of ancient India “The cultivator” still re¬ 
mains “a member of a definitely organised community, which 
has, as far back as the history of social organisation in India 
can be traced, been dependent on itself for the means of living, 
and to a very large extent for its Government The economic 
reorganisation which we envisage, unlike the changes which 
the Agricultural Commission apprehended would disrupt the 
social order, would at the same time preserve the elements of 
value in the old social order, whilst the improvement in the 
standard of life would be accompanied by closer ties between 
the villages and towns and the dissolution of the rigidities of the 
watertight compartments of the earlier social organisation. 

Finally, even at the cost of repeating ourselves, it is neces- 

1 Agricultural Commission Report, p 479 



sary to observe that the problem of agriculture can never stand 
by itself, and can never be solved unless the planning that we 
are considering is taken as an organic part of a wider planning 
that extends its activities to all the aspects not only of our 
economic life but even of our social life and cultural ideals The 
planning of agricultural production must be correlated to a 
planning of industrial production, and these two again can be 
successful only if they rest upon the foundation of a planned 
currency and credit organisation Production in turn must be 
correlated to distribution, with the abolition of glaring inequa- 
lites and the dissemination of the productive resources of the 
nation amongst the mass of the population, with a view to 
bringing within the reach of all the conditions of a comfortable 
existence 


APPENDIX 

THE STATE AND AGRICULTURE 

Even in the days of the East India Company, increasing 
interest was taken in the possibilties of improving Indian agri¬ 
culture As in the matter of banking and currency, so in the 
sphere of agriculture, it was assumed that methods which had 
been attended by success in Great Britain would also succeed in 
India Thus in 1839, the East India Company requisitioned the 
services of 12 American cotton planters to show how cotton 
should be grown in India In 1864, similarly, the Madras Gov¬ 
ernment imported “steam ploughs and a battery of implements” 
to teach Indian cultivators how to cultivate the soil ^ On the 
conclusion of the work of the Bengal and Orissa Famine Com' 
mission in 1866, Government began to consider the desirability 
for a general policy in agriculture by the institution of a special 
department It was not till 1871, however, that the first Agri¬ 
cultural Department was created “to take cognisance of all mat¬ 
ters affectmg the practical improvement and development of the 
agricultural resources of the country ”- It is interesting to find, 
as the Royal Commission on Agriculture point out, that the 
institution of a separate department of agriculture in each pro¬ 
vince was the result of the interest taken by the Manchester 
Cotton Supply Association m the improvement of cotton in 
India, a crop in which it was primarily interested * 

A department of Revenue, Agriculture and Commerce of 
the Government of India began to function in 1871, and con- 

1 Sir John Russell’s Report, p 1 
3 Quoted in Voelcker’s Report, p 1 
3 Agricultural Commission Report, p 15 
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tinued to do so until 1879, when the Department was reabsorbed 
in the Home Department. In 1880, the Famine Commission 
stressed the necessity of establishing Agricultural Departments 
under a Director in each province Agricultural enquiry, the 
collection of agricultural information with a view to inform the 
authorities about the approach of famine, agricultural improve¬ 
ment with a view to the prevention of famine in future, and 
famine relief were laid down as the duties of the nev/ depart¬ 
ments Accordingly in 1882 Provincial Departments of Agricul¬ 
ture were instituted These Departments were made Depart¬ 
ments of Land, Records and Agriculture, for compiling and col¬ 
lating the agricultural facts and statistics of every village A 
new Imperial Department of Agriculture was also created with 
Sir Edward Buck as secretary Such were the beginnings of 
agricultural policy Agricultural science was m a very back¬ 
ward state in England at that time The only science which had 
made any progress was agricultural chemistry Proposals for 
the recruitment of an agricultural staff were confined to che¬ 
mists In 1889 Dr. Voelcker was sent out to advise as to the 
best way of applying agricultural chemistry to Indian agricul¬ 
ture He toured all over India and made his well-known report 
on the Improvement of Indian Agriculture He maintained that 
Indian agriculture was far from being primitive and backward, 
that in many parts of the country there was little or nothing 
that could be improved, and that where agriculture was mani¬ 
festly inferior, it was more the result of the absence of cultiva¬ 
tion He recommended the systematic prosecution of agricul¬ 
tural enquiry and the spread of education, and laid down in 
detail the lines on which agricultural improvement was possible 
The Royal Commission on Agricultuie observed thirty-five years 
after Dr Voelcker’s report that bis book was still of the utmost 
value to all students of agriculture in India 

In 1892, Mr James Mollison was appointed Technical Deputy 
Director of Agriculture for the Bombay Presidency, and Dr 
Leather came out as Agricultural Chemist to the Goveinment of 
India. In 1901, Dr Mollison was made Inspector-General of 
Agriculture in India 

In the meantime, sugarcane diseases caused heavy loss to 
cultivators in Madras In 1898 Dr Barber was brought to 
Madras where he achieved remarkable success by selecting dis¬ 
ease resistant varieties. The Famine Commission of 1901 re¬ 
commended the appointment of experts in the Agricultural De- 
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partments of all provinces, capable of applying scientific me¬ 
thods to the improvement of agriculture. It also recommended 
the introduction of mutual credit associations on the lines of the 
German Co-operative Credit Societies In 1901, an Imperial 
Mycologist and an Imperial Entomologist were added The 
Agricultural Department was reorganised in 1905 under Lord 
Curzon A central research institute was instituted at Pusa 
with an agricultural farm and an agricultural college Provin¬ 
cial research institutes and experimental farms were also esta¬ 
blished in each important agricultural tract A sum of Rs 20 
lakhs was made available by the Central Government for the 
improvement of agriculture 
Imperial Council of Agricultural Research 

The Government of India Act of 1919 put upon the Pro¬ 
vincial Departments of agriculture the mam responsibility for 
agricultural development, and reserved to the Central Govern¬ 
ment the right to promote research and the power to deal with 
animal and plant diseases The Imperial Agricultural Research 
Institute at Pusa received through Lord Curzon a donation of 
£30,000 from Mr Henry Phipps of Chicago In addition, live¬ 
stock work was carried on by the Imperial Institute of Animal 
Husbandry and Dairying, the Imperial Cattle Breeding Farm at- 
Karnal, and the Creamery at Anand An Imperial Sugar Breed¬ 
ing Station was established at Coimbatore as a branch of the 
Pusa Institute Finally, the Imperial Institute of Veterinary 
Research at Mukteswar, started on a modest scale, in 1893 now 
manufactures protective sera and vaccines of which some six 
million doses are issued annually The Royal Commission on 
Agriculture issued its report in 1928 and made comprehensive 
recommendations. It was, however, precluded from* discussing 
the problem of land tenures which was not included in its terms 
of reference' It was followed by the establishment of an Im¬ 
perial Council of Agricultural Research, whose duty is to give 
the lead and co-ordinate, wherever it is necessary, but not to 
intervene in Departmental affairs It makes grants for approv¬ 
ed investigations Its work is to be periodically reviewed by a 
disinterested expert, the first to be chosen for this work was 
Sir John Russell who made his report in 1937 

The central organisation of the Imperial Council was divid¬ 
ed into two parts, a Governing Body which would have the 
management of all the affairs and funds of the Council, and an 

precluded from discussing the 
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Advisory Board, the functions of which would be to examine 
all proposals in connection with the scientific objects of the 
Council which might be submitted to the Governing Body. An 
initial grant of Rs 25 lakhs supplemented by an annual grant of 
Rs 7 25 lakhs was provided from the funds of the Central 
Government Donations have also been made by some of the 
Indian States, and an Act of 1940 levies a cess of Vz per cent ad 
valorem on certain agricultural commodities, with a view to 
securing a large stable income for the Council The proceeds 
of the cess are expected to yield about Rs 14 lakhs ^ 

During the Great Depression of 1929, unlike other countries 
of the world, the Government of India did not take any steps to 
help the ryots who were hit hard by the precipitate fall in agri¬ 
cultural prices Government remained wedded to their tradi¬ 
tional laissez-jaire policy They argued that, as the world de¬ 
pression was the result of world causes, any action taken by 
them would not help the situation at all. 

Sir John Russell reviewing the work of the Council makes 
a series of comprehensive recommendations The Council 
should hand over to the Universities investigations of a scien¬ 
tific nature, and make a grant to the Universities for this pur¬ 
pose The results of such research should be embodied in a 
series of monographs The Council should stimulate extension 
work by the Departments and commercial exploitation of useful 
discoveries. Investigations on food crops should be made in 
conjunction with nutrition experts, who should advise what 
crops should be grown to make up the deficiencies in the various 
legions. The investigations should also be directed to increasing 
the output per acre of food crops, so that land may be liberated 
for the growth of supplementary crops and of fodder crops for 
the production of milk. Crops that should receive early atten¬ 
tion include wheat, barley, vegetables and fruit The work on 
crops sold in the open market should be done in association 
with expert buyers, each such crop should have its own com¬ 
mittee, as now happens for cotton and jute A survey showing 
the quantities of food produced in the various provinces should 
be made so as to provide a basis for joint action by agriculturists 
and nutrition experts in improvmg the schemes of food produc¬ 
tion in the villages 

As they are now organised, the Agricultural Departments 
are equipped for bringing the results of the application of 
science to agriculture into the villages There are the agricul- 

J Indian Year Book. 1942, p 294 
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tural schools, colleges and research institutes at one end. At 
the other end are the village demonstration plots, where the 
effects of improved seeds, methods, implements and manures 
are shown under the cultivators’ own conditions. There are 
also experimental farms, seed farms and seed stores. The latest 
figure regarding the area under improved varieties of crops in 
British India was approximately 23 million acres It is difficult 
to ascertain the full extent of the use of improved varieties 

Improved methods are being studied and work is in progress 
on a number of crops Whilst we are fully alive to the valuable 
work done by the Agricultural Departments and the Research 
Institutes, we cannot in our enthusiasm lose sight of the gravity 
and huge proportions of the agricultural problem in a country 
so densely populated, so overburdened with debt, and devoid 
of financial resources as ours We cannot omit observing that 
the net results of such State activity as we have described are 
relatively small, and at the present rate of progress and expendi¬ 
ture may take decades, if not centuries, before they prove 
adequate to the needs of the country 

Under the stress of the War, the Government have been 
forced into the institution of various kinds of control, rationing 
of foodstuffs, a definite procurement policy and the appoint¬ 
ment of committees to examine and report on various aspects 
of agriculture We may mention Howard’s Report on Post-War 
Forest Policy and Dr, Bum’s Report on Technological Possibili¬ 
ties of Agricultural Development in India The committee 
appointed for stabilisation of agricultural prices has already 
reported The Kharegat Memorandum on Agricultural Deve¬ 
lopment in India envisages an immediate increase of 15't in 
agricultural production, and a ten year target of 50''r improve¬ 
ment with the ultimate object of doubling the pre-war produc¬ 
tion in a period of 15 years The scheme, it is estimated would 
cost Rs 1000 crores with a recurrmg annual expenditure of 20 
crores and is to be brought into operation after the completion 
of preliminary surveys 

Agriculture and the State in the West 

In the West, acting on the assumption that agriculture has 
to be carried on with a view to capturing markets at home or 
abroad, during the last fifty years, there has been a marked ten¬ 
dency for the State to take an increasing share in the introduc¬ 
tion and financing of all possible measures for the development 
and improvement of agriculture Even a hundred years ago, 
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the Governments of many European countries undertook the 
introduction of new crops like sugar-beet and leguminous plants. 
The desire for self-sufficiency led Germany and Italy to in¬ 
troduce flax and cotton, and the USSR to cultivate various 
species of plants for the production of rubber In a number 
of countries specially the USSR and Italy, the improvement 
of plants IS entirely m the hands of the State, which compares 
and selects improved varieties, tests their qualities, and dis¬ 
tributes the information to the cultivators The work in this 
connection has started with research and experiments, supple¬ 
mented by a properly organised inspection service, responsible 
for supervising the condition of crops and testing plants In 
the next place, agriculturists are kept informed of technical 
progress by propaganda and popularisation of knowledge The 
countries which have acted in accordance with these principles 
are now at the head of the agricultural movement ^ 

It has also been recognised that the future of agricultuie 
largely depends on research and progress in the fertiliser indus¬ 
try New methods of manufacturing nitrogen have been in¬ 
vented Deposits of potash m Russia, Spain, France and the 
USA. have been largely exploited The use of complex, com¬ 
plete mineral fertilisers is being increasingly resorted to in the 
USA As the outcome of research and practical tests, there is 
a general increase in the use of super-organic mtrophosphates 
out of many forms of vegetable waste from the mam crops 
In Europe, during the present century, the State has assum¬ 
ed the initiative and has met the larger proportion of the costs 
of land reclamation and improvement In many European coun¬ 
tries, intensity of cultivation having reached the limits set bv 
present-day technique, the State has taken a leading part in 
winning new areas for cultivation and in increasing the fertility 
of those already under cultivation In Italy, even as late as 1920, 
there were parts of the country which were infertile, marshy 
and depopulated, some of them, lands lying below sea level, and 
exposed to inundations of varying durations One of the largest 
of these marshland areas is the Pontine Marshes The Law of 
December, 1928, followed by the Decrees-Royal of February, 
1933 provided for reafforestation, correction of the upper courses 
of mountain streams, reconditioning of slopes by means of mea 
dows, draining of these slopes, reclamation of lakes and of 
marshes, supply of dunking water to rural population, distribu- 

' ‘ Conditions and Improvement of Crop Production, Stock Raising and Rural 
Industries ” Geneva, 1939, pp 15-16 (European Conference on Rural Life ) 
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tion of electrical power for agricultural purposes, construction 
of communications and consolidation of holdings. Subsidies 
granted to private persons normally amounted to one-third of 
the expenditure but may reach even 75 per cent On the 1st 
July, 1938, the total area on which reclamation works were, 
or were being, carried out amounted to 5,700,000 hectares The 
expenditure over the period 1922-38 amounted to 6,579,000 lire 
To this must be added 4,413,000,000 lire which the State dis¬ 
bursed in the form of subsidies for land improvements carried 
out by private persons The transformation of lands has result¬ 
ed in a rise in their values as may be seen from the following 
figures referring to reclaimed /ones in Vonetia —’ 

Land Value Lire per hectare Inrrease in 
Zone Before New Value Original value 


100 


Middle Adige 

5,000 

16,000 

320 

Delta of the Brenta 

2,500 

10,500 

•3 20 

Lower Ongaro I 

2,500 

13,000 

520 

Lower Ongaro II 

2,500 

13,000 

520 

Mouth of the Bienta-Adige 

2,200 

10,000 

455 

The mam land reclamations in 

Holland were 

effected by 


means of immense artificial dykes, enclosing areas of sand and 
alluvial clay liable to inundation and isolating them from the 
sea Once the salt water is kept out, the areas gamed are in¬ 
tersected with a close network of channels which serve to dram 
the land - 

When we considei these unceasing efforts made for the im¬ 
provement of the conditions of agriculture and reclamation of 
land, we cannot help contrasting the immensity of the work 
that lies ahead of us in India, and the miserably limited charac¬ 
ter of our own achievements The possibilities of land reclama¬ 
tion in India may be judged from the fact that 47,000,000 acres 
are classified as current fallow from year to year, and 97,000,000 
acres as uncultivated land which could be cultivated There 
IS another item of 89,000,000 acres which is classified as not avail¬ 
able for cultivation—that is neaily 20 per cent of the total aiea 
of British India Taking the European countries, apait from 
Norway and Sweden and mountainous countries like Greece, 
Switzerland and Roumama, the rest of the countries show an 
average of ten per cent of land incapable of cultivation Even 
a country like Finland shows 82 per cent of its total area as 


’ "Land Reclamation and Improvement in Europe,” Geneva, 1939, p 
(European Conference on Rural Life ) 

- “Land Reclamation and Improvement in Europe,” Geneva, 1939, p 
Dean Conference on Ruial Life) 


33 et seg 
38 (Euro- 
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capable of cultivation ^ Here is a problem which will challenge 
the willingness and capacity of our National Government. The 
slow increase in the total production of food and the low pro¬ 
ductivity of our soil involve a danger to the nation’s vitality. 
If any advance is to be made m the standard of living of our 
countrymen, we must pool all our resources and co-ordinate all 
our efforts not only towards mcreasing the productivity of the 
soil, but above all towards organising a campaign for prevent¬ 
ing waste and reclaiming those millions of acres of unutilised 
land that await the application of human research. 

CHAPTER XVII 
GROWTH OF INDUSTRIES 
Indian Industries in the Past 

“At a time when the rest of Europe, the birth-place of the 
modern industrial system, was inhabited by uncivilised tribes. 
India was famous for the wealth of the rulers and for the high 
artistic skill of her craftsmen,” so begins the Report of the 
Indian Industrial Commission, presided over by Sir Thomas Hol¬ 
land, 1916-18 “Even at a much later period, when traders from 
the West made their first appearance in India, the industrial de¬ 
velopment of this country was at any rate not inferior to that 
of the more advanced European nations” Cotton spinning and 
weaving were familiar as domestic employments as early as the 
Mohenjo-daro civilisation The Muslims of Dacca were known 
to the ancient Greeks India has been regarded legitimately 
as the mother country of the cotton industry The iron indus¬ 
try was developed to an extent that enabled the country to ex¬ 
port its finished products to other countries Bernier and 
Tavernier in the days of the Moghul rule bear witness to the 
large streaked silks, tufts of gold turbans, silver and gold cloth, 
brocades, satins and minute carvings in wood and ivory The 
textile industries supplied the needs of the common folk and so 
did the arts and crafts like those of the blacksmith and the car¬ 
penter supply the local needs of the village Besides these in¬ 
dustries, undoubtedly on a small scale as in all countries at the 
time, there were also highly specialised arts and crafts in the 
towns which catered to special classes of customers, the moie 
well-to-do classes and the royal families Such were the brass- 
ware industry in Benares, the shawl industry of Kashmere and 
the silk industry of Murshidabad. There was also a consider- 

Rural and Agriculture," Geneva, 1939. p 12 (European Conference on 



GROWTH OF INDUSTRIES 287 

able foreign trade m steel and silk and cotton fabrics, carried 
across the oceans in our own ships 

If we turn from the village economy of India to its urban 
life in the Moghul times, the same impression is reinforced. 
“The courts of Indian Rulers had always attracted to them¬ 
selves the surplus grain of the country side to feed the armies, 
officers and dependants of the Chief These and the traders and 
the artificers who supplied their needs made up the population 
of an old Indian capital. From an industrial point of view, the 
most interesting section of this population was the class of 
artisans, who were engaged in producing not only aims and 
leather accoutrements, but rich textile fabrics, carved stone, 
wood and ivory, wrought metal, jewellery and other articles of 
luxury, often of exquisite workmanship and high artistic value 
Even today, the famous centres for production of Indian art 
wares are the old capital towns’’^ 

The East India Company and Early British Rule 

After the decline of Venice and Genoa, the Portuguese and 
the Dutch captured the trade with India, and in 1600, the East 
India Company obtained a charter from Queen Elizabeth to trade 
with the East Indies, “not to exchange as far as possible the 
manufactured goods of England for the products of India but to 
carry the manufactures and commodities of India to Europe." 
“At the end of the 17th century great quantities of cheap and 
graceful Indian calicoes, muslins and chintzes were imported 
into England and they found such favour that the woollen and 
silk manufacturers were seriously alarmed Acts of Parliament 
were passed m 1700 and 1721 absolutely prohibiting with a very 
few specified exceptions, the employment of printed or dyed 
calicoes in England, either in dress or in furniture, and use of 
any printed or dyed goods, of which cotton formed any part ”■* 
By Acts 11 and 12, William III, Chapter 10 it was enacted that 
the wearing of wi ought silk and of printed and dyed calicoes 
from India, Persia and China should be prohibited, and a penalty 
ot £200 imposed on all persons having or selling the same. 
Similar laws were enacted under George I, and III Thus, 
duiing the major part of the 18th century, Indian manufactures 
weie imported into England only in order to be sold on the 
continent, but were excluded from the English market itself by 
law ‘ 

' Industrial Commission Report, pp 2*3 

»Lecky "History of England in the 18th Century ” 

••Marx, The East India Company,” in 'New York Daily Tribune, July, 11, 1853 
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In the meantime between 1760 and 1820, vast economic 
changes that are associated with what is briefly called the 
Industrial Revolution were brought about by the discovery of 
the process of smelting iron with coal, of the spinning jenny by 
Hargreaves, of the spinning machine by Arkwright and of the 
power loom worked by steam. But more potent than all these 
inventions, the driving force that brought about these changes, 
was the influx of Indian treasure which added considerably to 
England cash capital. “In themselves inventions are passive, 
many of the most important having lam dormant for centuries, 
waiting for a sufficient store of force to have accumulated to 
set them working That store must always take the shape of 
money It was obviously the hoards of Bengal that began 
pouring into England after 1757 that contributed to that econo¬ 
mic transformation of England which made it m the 19th cen¬ 
tury the pioneer of industrialism As Brooks Adams observes 
“Before the influx of the Indian treasure and the expansion of 
credit which followed, no force sufficient for this existed, and 
had Watt lived fifty years earlier, he and his invention must 
have perished togetherIn the 18th century, Colonies were 
looked upon as plantations whose raw produce was to be utilis¬ 
ed by the mother country for the manufacture of finished goods 
which could be re-exported to the Colonies and to the rest of 
the world The American War of Independence put an end to 
this policy of economic exploitation so far as the Colonies weie 
concerned. Africa and Australia in the 19th century were left 
to work out their own economic life without much interference 
from the mother country But of more vital importance than 
these Colonies was the dependency of India, which was convert¬ 
ed into a store house of raw materals India became in the 19rh 
century a plantation “growing raw produce to be shipped by 
British agents in British ships, to be worked into fabrics by 
British skill and capital, and to be re-exported into India by 
British merchants to their corresponding British firms in India 
and elsewhere 

The policy pursued by the East India Company is clearly 
reflected in a letter from the Directors to Bengal dated 17tb 
March, 1769 “The Company desired that the manufacture of 
raw silk should be encouraged in Bengal, and that of manufac¬ 
tured silk fabrics should be discouraged And they also recom¬ 
mended that the silk winders should be forced to work in the 

J Brooks Adams, “The Laws of Civilisation and Decay,” p 260 

» Ranade, “Essays In Indian Economics,” p 106 



GROWTH OF INDUSTRIES 


Company’s factories and prohibited from working in their ow i 
homes.” In another letter written a few years later, the Direc¬ 
tors observed, “This regulation seems to have been productive 
of very good effect, particularly in bringing over the \/inders to 
work in the factories Should this practice (the winders work¬ 
ing in their own homes), through inattention, have been 
suffered to take place again, it will be proper to put a stop to il, 
which may now be more effectively done by an absolute prohibi¬ 
tion under severe penalties by the authority of the Govern¬ 
ment” “This letter,” observed the Select C‘)mmiltee on the 
Administration of Justice in India, 1783, “contains a perfect plan 
of policy, both of compulsion and encouiagement which must in 
a very considerable degree operate destructively to the manu¬ 
factures of Bengal It.«? effects must be to change the whole 
face of the industrial country, in order to render it a field for 
the produce of crude materials subservient to the manifactures 
of Great Britain 

19th Century Changes in the Economic Life of India 

Aftei the opening of the Sue/: Canal British manufactured 
goods streamed into India and other Oriental countries Eng¬ 
land had become the workshop of the woild The technical 
transformation of the means of transport and communication 
broke down the economic isolation of all other countries The 
spinners and weavers of India had to face the alternatives bet¬ 
ween gradual destruction of their industry and the adoption of 
the new technique The Indian industrial workers found it 
increasingly difficult to keep their hold over the home market 
with their outmoded instruments of production 

If India was to keep pace with the new era of technical 
development, it was necessary that the old economic organisation 
should have been adjusted to the new conditions The existing 
productive apparatus should have been carefully replaced by a 
new productive apparatus But though the dissolution of the 
old organisation proceeded unhindered in the first half of the 
19th century, the process of adjustment did not begin, at the 
same time the dissolution of the old order remained incomplete 
The framework of the old order with 500,00 villages still re¬ 
mains Urbanisation based on industries is still far from being 
achieved The introduction of railways intensified the economic 
confusion The transport system of India, instead of co-ordinat- 

' Quoted in Land Revenue Commission Report, Bengal, Vol II, 1940, p 324 
19 
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ing the economic life of the country, commercialising its agri¬ 
cultural resources and developing its industrial opportunities, 
grew up as an anomalous unco-ordinated system, partly the 
result of military considerations, partly prompted by admini¬ 
strative and commercial reasons The development of railways 
in India served a double purpose In the first place, it created a 
market in India for the manufactures of the newly developed 
iron and steel and engineering industries of England, and, 
secondly, it facilitated the carrying of raw materials from inland 
centres to the harbours, and of manufactured goods from the 
harbours to inland centres Instead of assisting in the evolution 
of a sound economic life, the railways m India sank old towns 
into oblivion or “resurrected them as mere distributing centres,” 
“hastened the disintegration of the old economic system,” kept 
the 500,000 villages entirely cut off from the zones of economic 
progress, and destroyed the stability of old industrial centres 
without balancing the loss by the creation of new industrial 
areas' As late as 1928, the Agricultural Commission had to 
admit that “most of the 500,000 villages have not yet been touch¬ 
ed by metalled road or railway 

Without belittling the advantages of railways, it must be 
stated that the mam effect of the railway expansion of India 
was to facilitate the transport of goods to the harbours The 
railway rates, moreover, were so contrived as to favour the tran¬ 
sit of goods to and from the harbours, rather than to favour the 
development of Indian industries, and foster a many-sided inter¬ 
nal trade ' 


The economic changes which India has experienced during 
the last hundred years are better described as a commercial 
rather than an industrial revolution Relative to the great size 
of the country and its numeious population, factory industry was 
still very small, especially upto the first Great War The open¬ 
ing of the railways and the development of inland and foreign 
commerce have brought specialisation in such commercial crops 


IT N Ramaswamy, "The Economic Problem of India,” 1942, p 130 
»Agricultural Commission Report, p 5 


»It IS Interesting to observe a parallel phenomenon in Africa ‘ What internal 
African commerce really needed was a system of roads to link up the petty centres 
of trade and industry and to facilitate the exchange of agricultural prooucts grown 
on a small scale But It was not the well-being of African agriculturists that was 
the primary purpose of those who were responsible for pushing on with the con¬ 
struction of railways They had as their objects the tapping of the various mineral 
deposits and the placing on the world markets of agricultural produce grown at 
cheap rates owing to the command of cheap native labour Fundamentally the 
railways acted as great drains carrying away the resources of the interior and 
giving practically nothing in return They were constructed on the whole, in the 
intPiest of their termini, and not on those of the lands through which they uassed ” 
A G Russell, "Colour, Race and Empire," 1944, pp 250-51 ^ passeu 
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as cotton, jute, oil seeds and tea Whereas the raw agricultural 
products of the villages were formerly made up by local crafts¬ 
men for local use, more specialised products have come to be 
exported in exchange for factory made goods “The railways 
and steamships have made it possible for European power manu¬ 
facturers to offer the Indian farmers much better terms than the 
Indian village craftsmen could give Self-sufficing local economy 
has been displaced by international specialisation and trade, 
much to the discomfiture of the Indian craftsman 

This commercial revolution as Buchanan calls it, brought 
with it undoubtedly an expansion of commercial crops in agri¬ 
culture, but it was mostly the pressuie of economic environment 
rather than the obtaining of better terms that led to this ex¬ 
pansion, achieved sometimes at the cost of the diversion of land 
under food crops, if not at the cost of curtailment of the volume 
of production Moreover, the capital in the hands of the village 
traders was insufficient to finance the cultivation and the ordi¬ 
nary movements of crops, this lack of available capital com¬ 
pelled the ryots to borrow at high rates even for their ordinary 
needs like the purchase of seeds “The position of the peasant 
farmer, with gram seeds, or cotton to sell, and at the same time 
heavily indebted to his only possible pui chaser, effectively pre¬ 
vents him from obtaining a fair market price for his crop 

The craftsmen and artisans of the earlier days had their place 
m a village economy where they exchanged their products on a 
customary basis for the food and raw materials necessary for 
their occupations This balanced economy was disrupted by the 
substitution of specialised products in agriculture intended for 
export rather than for domestic exchange 

Till 1813 India had been chiefly an exporting country From 
then onwards it became suddenly an importing country This 
transformation took place so rapidly that already in 1823 the 
rate of exchange which had generally been 2sh 6d per rupee 
sank to 2 shillings As Marx observes “India, the great work¬ 
shop of cotton manufacture for the world since immemorial 
times, became now inundated with English twists and cotton 
stuffs ” 

In 1813, Indian cotton manufactures were liable to the fol¬ 
lowing charges in England —* 

1 Buchanan, “The Development o£ Capitalist Enterprise in India," 1934, p 130 
> Industrial Commission Report, p 5 
*Dlgby, "Prosperous British India," p 90 
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£ s d 

Calicos and dimities (for every £100 of value) 81 2 11 

Cotton raw (per 100 lbs ) 9 16 11 

Cotton manufactured (per 100 lbs ) 81 2 11 

Hair or goat’s wool manufactures per cent 84 6 3 

Manufactures of flowered m stitched muslins of white 

calicoes (for every £100 of value) 32 9 2 

Other manufactures of cotton not otherwise charged 32 9 2 


These burdensome charges were subsequently removed, but 
only after the export trade in them had been destroyed In 
1853, the total exports to India from Great Britain and Ireland 
were £8,024,000 out of which cotton goods alone amounted to 
£5,220,000—more than 1|4 of the foreign cotton trade Cotton 
manufacture in Britain at that time employed lj8th of the popu¬ 
lation and contributed 1112th of the whole national revenue 

The phenomenal rise m the exports from England to India 
may be judged by the fact that between 1818 and 1836 the twist 
imports into India rose in the proportion of 1 5200 In 1824 the 
exports of British muslin to India hardly amounted to one mil¬ 
lion yards By 1937 they exceeded 64 million yards At the 
same time the population of Dacca, world famous for its mus¬ 
lins decreased from 150.000 inhabitants to 20,000 Apart from 
inundating “the very mother country of cotton with cottons,” 
the British imports into India “uprooted over the whole surface 
of Hindusthan the union between agricultural and manufactur¬ 
ing industry 

The historian, H H Wilson, ob,seives in this-connection 
“It was stated in evidence (in 1813) that the cotton and silk 
goods of India upto the period could be sold for a profit m the 
British market at a price 50 to 60 per cent lower than those 
fabricated in England It consequently became necessary to 
protect the latter by duties of 70 and 80 per cent on their value, 
or by positive prohibition Had this not been the case, the mills 
of Paisley and Manchester would have stopped in their outset 

They were created by the sacrifice of the Indian manufac¬ 
ture Had India been independent, she would have retaliated, 
would have imposed prohibitive duties upon British goods, and 
would thus have preserved her own productive industry from 
annihilation This act of self-defence was not permitted to her, 
she was at the mercy of the stranger British goods were forced 
upon her without paying any duty, and the manufacturer em¬ 
ployed the arm of political injustice to keep down and ultima- 

* Marx, “British Rule in India,” m 'New York Daily Tnbune’ January, 25, 1853 
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tely strangle the competitor with whom he could not have con¬ 
tended on equal terms 

The effect on small industries in India, resulting from the 
imports of cheap machine-made goods, was far from beneficial. 
Petty articles of domestic use like scissors, mirrors, bangles and 
vessels ot iron, brass and copper, imported from abroad com¬ 
mand a leady sale and have thrown back the village craftsmen 
and artisans on the land as landless labourers In the course 
of the last 70 years, there has been an increasing land hunger, 
the pressure on the lana has dcfimtcl> grown as evidenced by 
the following table — 

Area of cultivated land per person dependent upon agrieulture 

Year 1901 1911 1921 1931 1941 

Acreage 1 2d 124 121 1 08 1 

The overthrow of the occupational equilibrium of the 
population IS also evidenced by the fact that whereas in 1872 
the total number of dependants on agriculture was 61 per cent 
of the entile population, in 1921 it was 73 per cent, and if the 
same method of counting had been pursued by the census au¬ 
thorities in 1931, it would have been found to be nearly 75 per 
cent The same tendency to increasing rurahsation becomes 
apparent in the negligible increase m the urban population, ari 
increa.se of about four per cent in 70 years between 1871 and 
1941 The economic history of India from 1770 to 1870 is the 
history of the dislocation of India’s balanced economy, the rura- 
lisation of her population, the progressive decay of her handi¬ 
crafts and village industries In short, the old industrial struc¬ 
ture was shattered without being replaced by a better organisa¬ 
tion 

Growth of Industries upto the Eve of World War 1 

The period 1850-55 saw the establishment of the first cotton 
mill and jute mills and coal mining industry To the same 
period belongs the first introduction of railways A short line 
was started in Bombay, and two others in Howrah and Madras 
By 1865 there were ten cotton mills in Bombay City, three more 
in the Presidency It has been said that the fears inspired by 
the Mutiny led Government to construct 3,000 miles of railway 
by 1865 Two jute mills were working with 950 looms by the 
end of the same year By 1877 the number of cotton mills rose 
to 51 in the whole of India with a million and a quarter spindles 
and over 10,000 looms By 1878 the number of jute mills in- 

1 Quoted in Land Revenue Commission Report, Bengal, Vol I, p 325 
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creased to eighteen, coal production amounted to 1,000,000 tons 
per year, and railways had a mileage of 8,000 By 1890 there 
were 26 ]ute mills employing 62,000 workers; and coal produc¬ 
tion and railway mileage doubled again The remarkable de¬ 
velopment that took place in foreign trade between 1860 and 
1890 has been explained partly by the institution of free trade, 
partly by the opening up of the country by railways and by the 
change in habits of the people which accustomed them to pur¬ 
chases on a cash basis in the rural areas 

Whilst in this way the foundation for the development of 
modern industries and for the utilisation of our coal and iron 
resources was laid by the early years of the present century, the 
transformation of India at the same time into a supplier of food 
and raw materials to Britain and other countries was achieved 
at the cost of the rum of millions of our artisans By 1900 India 
had become a great exporter of nee, wheat, cotton, jute, tea and 
oil seeds, and an importer of British manufactured goods “The 
construction of an extensive network of railways during the 
latter part of the century was perhaps the most important single 
factor in this transformation of India into an agricultural colonv 
of British industry, since it made possible the commercial pene¬ 
tration of the country by British goods and also the large-scale 
production and export of raw materials It is equally signi¬ 
ficant that British investments in modern industry in India were 
confined exclusively to enterprises like railways, coal mines, jute 
mills and to tea, coffee and sugar plantations—industries related 
to the production and export of raw materials 

The Swadeshi Movement of 1905, which arose at this time 
partly as the result of non-economic causes, stimulated Indian 
hand industries and led consumers to prefer Indian products 
The Movement became stronger after the Civil Disobedience 
upheaval as the Indian National Congress emphasised the im¬ 
portance of preferring Indian products all round There was a 
slow but steady growth in the field of existing industries as well 
as the establishment of new industries between 1890 and the 
outbreak of the war of 1914 “Cotton spindles more than doubl¬ 
ed, cotton power looms quadrupled, jute looms increased four 
and half times and coal raismg six times, while the extension of 
railways continued at the rate of about 800 miles per annum 
The average daily number of operatives in factories increased 
from 316,000 in 1892 to 869,000 in 1912 and 951,000 by 1914 But, 

>Kate Mitchell, ‘‘Industrialisation of the Western Pacifle," 1942, p 280 

'■Buchanan, op cit p 139. 
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“prior to the war certain attempts to encourage Indian indus¬ 
tries by means of pioneer factories and Government subsidies 
were effectively discouraged from White Hall 

The following tables indicate the trend in our industrial 
development to the eve of the first World War —- 


Cotton Textile Industry 




1879-80 

1889-90 

1900-01 

1913-14 

No 

of Mills 

58 

114 

194 

264 

No 

of persons employed 

27 494 

62,739 

114,395 

216,288 

No 

of Spindles 

1.407.830 

2,934,637 

4 942,290 

6,620,576 

No 

of Looms 

13 107 

22,078 

4i',542 

96,688 



Jute Industry 





1879-80 

1889-90 

1900-31 

1913-14 

No 

of Mills 

22 

27 

36 

64 

No 

of persons employed 

27,494 

62,789 

114,395 

216,288 

No 

of Spindles 

/0,840 

164,245 

331,382 

744,289 

No 

of Looms 

4,946 

8,204 

16,119 

36,050 



Coal Industry 






1885 

1901 

1914 

No 

of persons employed 


22,745 


151,376 

Output (tons) 

1,294,221 6,038 053 

15,738,153 


Development During 1914-18 

The war of 1914 created enormous demand for factory goods 
in India, imports from Europe fell off, and the war requirements 
of the Allies increased The latter included iron and steel, ]ute 
and leather and wollen goods The textile and jute industries 
made enormous profits and frittered them away in dividends 
instead of setting them apart for future replacements and deve¬ 
lopment During the war, Provincial Departments of Indus¬ 
tries were established in each major piovmce The war, more¬ 
over, brought home to the ruleis the extent of India’s 
dependence on imports from abroad for plant and machinery 
It changed to some extent the British attitude towards indus¬ 
trialisation m India The failure to develop the basis of heavy 
industry m India and the necessity of depending for military 
supplies on the long overseas route had weakened Britain’s 
fighting strength It was also felt that the growth of industry 
within India was better than foreign competition m India which 
was affecting British imports into India There was a desire to 
enlist the support of Indian capitalists in the war by concessions 
in favour of Indian industries ’ The establishment of the Muni- 

1 Moral and Material Progress of India p 144 

acadgil. “Industrial Evolution of India ’ 1944, pp 76-78, 107, 110 

3 cf “The possibility of sea communications being temporarily interrupted 
forces us to rely on India as an ordnance base for protective operations in Eastern 
theatres of war Nowadays the products of an industrially developed community 
coincide so nearly in kind though not in quantity with the catalogue of munitions 
of war that the development of India’s natural resources becomes a matter of Mmost 
military necessity ” Montague-Chelmsford Report on Indian Constitutional Reforms, 
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tions Board and the appointment of the Industrial Commission 
were pointers m this new direction 

During the war period, the cotton and jute mills worked at 
full capacity and made huge profits Steel production increased 
from 19,000 tons m 1913 to 124,000 tons in 1918 Due to the cut¬ 
ting off of imports from abroad, the production of some con¬ 
sumers’ goods was also developed, but the lack of basic indus¬ 
tries prevented us from taking full advantage of the temporary 
protection granted by the war to various industries 

Thus during the war of 1914-18, the rulers began showing a 
new interest in fostering a few key industries in India, peihaps 
under the fear that the Empire might otherwise be endangered 
Once this fear was gone, even the halting proposals of the Indian 
Industrial Commission were shelved Thus it has not been in¬ 
correctly observed that the last war, “beyond affording tem¬ 
porary gams to a few established industries, did nothing to set 
the country firmly on the road to industrialisation After 1918. 
the few industries which had been established on account of the 
war either stagnated or decayed, they could not face the com¬ 
petition of advanced industrial countries 

During the period immediately following the end of the 
War, large amounts of British capital were attracted to India 
The leading Cotton Mills in Bombay paid 120 per cent by way 
of dividends The reports of 41 British controlled jute mills 
with a total capital of £6 million showed profits of nearly £23 
million m the four years 1918-21, m addition to £19 million 
carried to Reserve Funds British capital was naturally eager 
to share m these colossal profits. The annual export of British 
capital to India increased from £14 7 million or 9 per cent of 
the total m 1908-10 to £29 million m 1921 and £36 million m 
1922, or more than one-fourth of the total British exports- 
Post-War Industrial Development upto 1939 

The post-war history of industrial development m India like 
the pre-w^r history is marked by the complete lack of any con¬ 
sistent policy The Fiscal Commission m 1922 recommended a 
policy of discriminating protection which was accepted by the 
Government m 1923 A number of industries like steel, cotton, 
sugar, paper and matches were granted protection In a num¬ 
ber of consumer goods like sugar, matches and cement (which 
was not given any protection), the country has reached self- 
sufficiency The change m the content of the external trade of 

^ Lokanathan, “Industrialisation,” Oxford Pamphlets on Indian Affairs, No 10, 
6-7 

’‘Kate Mitchell op cit p 284 
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India also reflects the same trend, namely, a falling off of 
imports of consumption goods, like sugar, matches and cement, 
and an increase in the imports of machinery, raw m£.terials like 
dyes and paints and optical goods 

In 1918-19, the number of registered companies was 2,713 
with a paid-up capital of about Rs 106 crores which rose to 4.781 
with a paid-up capital of Rs 223 crores in 1921-22 ^ The post¬ 
war boom ended by 1920 and the depression which tollowed hit 
the Indian industries hard These hardships were it.creased by 
increasing foreign competition and ihe curnmcy policy of the 
Government Many Indian companies founded dur'ng the boom 
period became bankrupt and even the Taio Iron and Steel Co 
was in trouble Its share of Rs 100 was quoted at Rs 10 in 
1926, and the company was foiced to resort to the London money 
market foi the floating of debentures of £2,000,000 

Fiom 1927 onwards the predominating chaiacter of the 
Indian taiiff system has been Imperial Preference, which gave 
British products an advantage over both non-empire and Indian 
products in the Indian market In 1932, under the Ottawa 
Agreements, Imperial Preference was thrust upon India in the 
face of an adverse vote in the Indian Legislative Assembly “In 
this way the tariff system of the early twenties, originally pro¬ 
claimed as a means for accelerating Indian industrialisation, was 
transformed into a system which assisted British industry to 
compete in the Indian market, while giving India in return the 
privilege of favoured rates for the sale of her raw materials and 
semi-manufactures in the British market—an obvious attempt to 
revert to the pre-1914 status The clash of interests between 
British and Indian industrialists found expression in the Indian 
Legislative Assembly when the Trade Agreement between Eng¬ 
land and India of 1935 extending the principles of the Ottawa 
Agreements was defeated by a vote of 66 to 58 This vote was 
over-ridden by the Government, and a similar fate attended 
a vote of the Assembly rejecting the Trade Agreement of 
March, 1939 

During the period of depression, 1929-33, the value of Indian 
exports fell from 339 crores of rupees to 135 croies, the value 
of imports from 260 to 135 crores The payment of home charges 
and debt interests had to be met by gold exports which totalled 
£241 million for the seven years 1931-37 Miss Kate Mitchell 
not incorrectly remarks in this connection, “This gold dram 
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from the past savings of the masses of the Indian peasantry 
meant a still further impoverishment of the Indian market and 
a corresponding depression of Indian industry The follow¬ 
ing table reflects the changes that have taken place during 
1922-39 in the production of a few industries in the country —- 

1922-23 1938-39 


Cement (in tons) 

193.00 

1.70,000 

Coal (in millions of tons) 

19 

28 3 

Cotton piecegoods (m millions of yards) 

1,713 5 

4,269 3 

Jute piecegoods (in millions of yards) 
Matches (in millions of gross boxes 

1,187 5 

1,774 

1934-35) 

16 5 

21 1 

Paper (in tons) 

23,576 

59,198 

Pig iron (in tons) 

455,000 

1,575,500 

Sugar (in tons) 

84,000 

1,040,000 

Sulphuric acid (in cwts ) 

529,600 

607,000 

Steel ingots (in tons) 

131,000 

977,400 


There can be no doubt that in spite of the difficulties and 
obstacles which India had to face, there has been a considerable 
progress in industrial development between the first and the 
second world war India has been placed as one of the eight 
leading industrialised countries of the world The cotton tex¬ 
tile industry increased its production from 1,164 million yards 
in 1913-14 to 3,975 million yards in 1938-39 The numbers em¬ 
ployed by this industry increased during the same period from 
260,000 to 442,000 Another industry which developed to a great 
extent and which justified the grant of protection and subsidies 
was the steel industry By 1932-33 it began to supply nearly 
three-fourths of the Indian market for steel The total annual 
pig iron production increased from 243,000 tons in 1914-18 to 
1,495,000 in 1934-38 In spite of all the development that has 
taken place, the picture of industrial growth between the two 
wars suggests a slow rate of development, as seen from the 
figures of workers employed in industries returned under the 
Factory Act Between 1897 and 1914 the number of industrial 
workers had increased from 1,361,000 to 1,751,000 Even the 
Economist in its survey of Indian industrialisation at the end of 
1936 observes “Although India has begun to modernise her in¬ 
dustries, it can hardly be said that she is as yet being “indus¬ 
trialised ’ 

There are many in this country who will agree with this 
verdict of the Economist and who not unreasonably regard the 
result of Indian industrialisation as disappointing There are 

^ Ibid . p 286 
Lokanathan, op cit, p 8 

^Economist, Indian Supplement, London, December 12, 1936 
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many who ask if this country has acquired that balanced econo¬ 
mic life, with an improved standard, for which the full utilisa¬ 
tion of her industrial resources in an industrial ago hold out 
reasonable promise As Buchanan aptly remarks “Here was 
a country with all the crude elements upon which manufactur¬ 
ing depends, yet during more than a century it has imported 
factory made goods m large quantities, and has developed only 
a few of the simplest industries for which machinery and 
organisation had been highly perfected m othei countries Witli 
abundant supplies of raw cotton, raw jute, easily mined coal, 
easily mined and exceptionally high grade iron oro, with a re¬ 
dundant population often starving because of lack of profitable 
employment, with a hoard of gold and silver second perhaps to 
that of no other country in the world, and with access through 
the British Government to a money market which wa*-' lending 
large quantities of capital to the entire world; with an opening 
under their own flag for British business leaders who were 
developing both at home and in numerous new countries, all 
sorts of capitalistic industries, with an excellent market within 
her own border and near at hand in which others were selling 
great quantities of manufactures, with all these advantages. 
India, after a century was supporting only about two per cen' 
of her population by factory industry 

The economic situation before the outbreak of the second 
world war may be summed up as follows so far as industiial 
development is concerned The expansion of the protected in¬ 
dustries has not meant very considerable addition to the total 
national income The existence of these industries and their 
ability to meet the requirements of the internal market cannot 
be regarded as givnng to the country that decree of self suffi¬ 
ciency which may relieve it of all anxiety about the future, for, 
whilst we are independent of foreign countries for the supplies 
of sugar, for cotton goods, and for iron and steel, we are still 
largely dependent on foreign countries for the offtake of a sub¬ 
stantial part of our production of raw materals What is more 
important is that we are still dependent on foreign countries for 
the supply of machinery and other capital goods without which 
the establishment of new industries would be impossible 

The Outbreak of the War and India Industries (1939 and 
after)2 

lOp cit pp 450-451 

>We are indebted to Kate Mitchells book for a considerable portion of this 
section 
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The outbreak of the war m 1939 left the Government of 
India unchanged in its general attitude towards the development 
of Indian industries It was believed that it would suffice for 
the Government of India to act as it had acted during the course 
of the last war, by placing large scale orders for sand bags and 
other military requirements and by securing supplies and food¬ 
stuffs and raw materials for the fighting forces The weakness 
and insecurity of the industrial structure of India were fully 
exposed when even such well-established industries like textile, 
paper and leather which require large quantities of chemicals 
found their supplies cut off Their dependence upon imports 
for such essentials as caustic soda, bleaching powder, soda ash, 
sodium carbonate, etc revealed the precariousness of their 
growth in the absence of the development of a heavy chemical 
industry. 

But the character of the second World War created a far 
more urgent demand for industrial production than had the war 
of 1914-18 Japan’s entry into the war made it doubly neces¬ 
sary that India should be developed as soon as possible into an 
industrial arsenal for the Allied forces The fall of France, the 
bombing of British factories and the large scale sinking of 
British ships the Japanese penetration into the Southern Pacific 
demonstrated the dangers to an empire with widely scattered 
lines of communication India and Australia were chosen as 
centres of supply. Before the outbreak of the war, for instance, 
India was entirely dependent on foreign sources for high grade 
steel, for most of steel manufactures and for all types of ma¬ 
chinery By the end of 1941, however, pig iron production 
increased from 1,600,000 tons in 1938-39 to 2,000,000 tons. 
Finished steel production increased from 867,000 tons in 1939 to 
1,250,000 tons in 1941 and to 1,400,000 tons in 1942 A pro¬ 
gramme costing four crores for the expansion of armament 
works, explosive plants and small arms factories was initiated 
in 1941 At the end of 1941, ordnance factories were assisted 
by 250 trade workshops and 23 railway workshops, producing 
700 different items of munitions supply Fifty-four firms were 
licensed to manufacture machine tools and lathes, drilling, 
shaping and planning machines, furnaces and power blowers. 
Over 280 new items of engineering stores were being manufac¬ 
tured in India ranging from small tools and machine parts to 
heavy calibre guns, torpedo boats and degaussing cables ^ 
There was a considerable expansion in the production of drugs, 

1 Indian Information, October 1st, 1941 
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leather manufactures, hardware, glassware, cutlery and optical 
goods. The beginnings of a heavy chemical industry were made 
in 1941, resulting m the production of sulphuric acid, synthetic 
ammonia, caustic soda, chlorine and bleaching powder The 
Hindustan Aircraft Company at Bangalore assembled its first 
plane in August, 1941, from imported parts It need not be 
added that India still remains completely dependent upon im¬ 
ported engines m the manufactuie of aircraft, of tanks and 
armoured cars A general indication of the increase in India’s 
industrial production is to be found in the increase (,i the value 
of exports of manufactured articles from Rs 476,000,000 in 
1938-39 to Rs 812,000,000 in 1940-41 

The Eastern Group Conference, the Report of the Gradv 
Commission and the appointment of a number of technical mis¬ 
sions may be regarded as war measures forced upon a reluctant 
Government which could never contemplate with equanimity 
an India that would cease to be a supplier of raw materials and 
a market for finished goods It was a British engineer, who 
made a special study of iron resources in India, namely. Sir 
Guildford Molesworth, who observed as early as 1902 at a public 
meeting m London “England, in her dealings with India, has 
committed the same blunder as she has committed in her deal¬ 
ings with Ii eland She has persistently drained her resources 

swamping her with English and foreign production and instead 
of fostering her industries has handicapped them in every way 
Many attempts have been made to revive and start afresh 
iron industries, but they have one and all been crushed out for 
want of a little fosteimg protection 

The mam object for which the Eastern Group Conference 
was held in India was to make the countries of the Eastern 
Group as far as possible self-supporting for war supply pui- 
poses It was expected to lay down a policy for co-oidinating 
the present and potential resources of the countries forming the 
Eastern Block with a view to eliminate duplication and wasteful 
competition The Conference finished its labour in November, 
1940 But whilst the contents ol the report must have been 
known to the leaders of thought in other countries which were 
parties to the Conference, the report and the recommendations 
of the Conference have not been published so far in the country 
in which the Conference, was held Moreover, one of the mem¬ 
bers of the Conference, Sir Walter Massey Greene, had declared 
that one of the chief purposes of the Roger Mission was to see 

'Quoted by Buchanan, op cit p 469 
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that there was no duplication, and what one country was doing 
the other parts of the Empire should not do This has been 
regarded as deliberate hmdermg of the development of the air¬ 
craft industry m India, as Australia was already manufacturing 
aeroplanes The Grady Commission that followed (March, 
1942) also made an elaborate report on the possibilties of esta¬ 
blishment of new industries for which the country is fully 
equipped But here again India has never been given an oppor¬ 
tunity of getting acquainted with the report and studying its 
details What is still more noticeable is the fact that represen¬ 
tatives of Indian Commerce and Industries were never fully 
associated with the work of the Conference or the Commission 

During the first two years of the war, the Government of 
India continued the traditional policy of supplying Great Bri¬ 
tain with available goods and raw materials Railways were 
dismantled, wagons and rails and locomotives were despatched 
wherever they were needed without any arrangements being 
made for their manufacture at home As Dr Lokanathan ob¬ 
serves “The contrast between India and Australia and Canada 
has been striking Startmg from an initially worse position 
than India, Australia increased her steel production rapidly, and 
within two years was able to manufacture aircraft, wireless and 
other articles directly through Government effort, and also by 
inviting British, American and other industrialists to set up 
factories to replace imports In Canada the Government created 
seven Government-owned Corporations, four for manufactur¬ 
ing planes, shells, rifles and instruments, one for procuring ma¬ 
chine-tools and two for purchasing vital war commodities In 
India, even the manufacture of locomotives, already recom¬ 
mended by an expert committee and for which blue prints weie 
ready, was given up at the last moment on the ground that it 
was more desirable to import them from abroad 

Similarly, a proposal for the establishment of an automo¬ 
bile industry was placed before the Government of India as 
early as the year 1936 The first Congress Government of Bom¬ 
bay piovisionally promised to guarantee the interest on the 
share capital of the project for a term of ten years The pro¬ 
moters of the scheme spent money, energy and time and even 
entered into an agreement with one of the world’s foremost 
manufacturers The Government of India after nearly five years 
of consideration turned down the proposal in December, 1940, on 


'Lokanathan, op cit p 15 
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the ground of difficulties created by the war * This was done 
at a time when the Government of India were not only in urgent 
need of automobiles of all kinds but were placing orders for the 
same on a large scale abroad 

There is considerable ground for saying that in spite of the 
life and death struggle in which Britain was involved and the 
utmost importance of industrial production m India, British 
policy during the early years of the second world war was 
opposed to any rapid growth of heav\ industries in India con¬ 
trolled and managed bj Indians The Secrecary of State for 
India, reporting in eloquent terms rtOout war efforts in India, 
told the House of Commons on November 20th. 1S4 j, that “India 
will soon be self-sufficient in respect oi something like 90 per 
cent of her military supplies ’ It appeared as a matter ot fact 
that the supplies, in respect of which India was to be self-suffi¬ 
cient, consisted of clothing, small ammunition, foodstjffs, tents 
and blankets “By the autumn of 1941, only the smallest be¬ 
ginnings had been made in the development of thi- metallurgical, 
chemical and other heavy industries for which India possesses 
all the necessary raw materials, and nothing had been done to 
eliminate the twin bottlenecks of lack of machinery and a 
shortage of skilled labour which continued to cripple India’s 
efforts towards industrial expansion 

The following table showing in index numbers the develop¬ 
ment in various industries during the War Period —‘ 


1938- 39=100 

1939- 40 1940-41 1941-42 1942-43 Averagre 


Iron and Steel 

110* 

12o* 

150* 

200* 

146 

Cotton Manufactures 

94 

100 

153 

92 

110 

Jute Manufactures 

106 

91 

103 

85 

96 

Sugar Cane Factories 

191 

168 

120 

163 

160 

Paper 

118 

149 

159 

112* 

134 

Electrical Energy generated 

109 

115 

135 

135* 


It will be observed that 

the 

increase 

in industrial 

output is 


roughly about 20% during the last five years With the definite 
inflationary tendencies that staited with the unprecedented 
issues of paper currency from 1940 it was not unnatuial that 
there should have been a spuit of new company floatations To 
check these inflationary tendencies Government resorted to a 
number of measures including the control of capital issues which 

iSir M Visvesvaraya’s Presidential Address All India Manufacturers’ Confer¬ 
ence March 1941 

3 Kate Mitchell. “India’s Economic Potential, in Pacific Affairs. March, 1942, 
p 23 

»L C Jain "Indian Economy During the War,” 1944, p 31 

* Provisional 
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was brought into operation from May 1943. Till the end of 
1943, 687 applications for starting new industries or expan ing 
existing ones with a capital of Rs 25 crores were received Ihe 
following table of the working of capital issues control from its 
inception to the end of March 1944 is of some interest 

No. of No. of Total Total 

Initial Issues eases dis- cases capital capital 

posed of agreed asked agreed 

(in lakhs of rupees) 

1 Chemical etc 67 54 273 128 

2 Iron, Steel and Engineering 50 39 223 121 

3 Transport 95 95 148 148 

4 Agriculture 38 31 116 

Further Issues 

1 Chemicals, etc 65 56 189 146 

2 Iron, Steel and Engineering 59 55 178 135 

3 Transport 21 21 22 22 

4 Agricultuie 64 57 182 

Transport and agricultural companies are obviously the “pet 

preferences” of the sanctioning authorities 

The figures of average daily numbers of workers employed 
by different industries, recently published in the Indian Laboui 
Gazette, show that the total employment, in perennial and sea¬ 
sonal factories, increased by about 31'^ from 1939 to 1942, while 
that in perennial factories alone inci eased by about 27'f during 
the same period Making allowance for the loss of efficiency 
during the war period due to deterioration of equipment, the 
continuance of extra-marginal firms in production, etc, the 
figures of employment might be taken to indicate an increase of 
not more than 25in industrial production In almost all cases 
production reached its peak during the war years Since then, 
and particularly since August, 1946, there has been a continuous 
fall in p’loduction In some cases production has fallen even 
below the pre-war level - The peak production of cotton textiles 
was 4,826 million yards in 1943-44, steel, 1,160,000 tons in 1943, of 
cement 160,000 tons per month and of papei 100,000 tons in 1945 
Today an appreciable amount of installed capacity is lying idle 
These facts sufficiently bear out the contention that, in spite 
of the great opportunities presented by the second world war, we 
have not been able to make any rapid advance in industrial 
development, partly because of the Government’s lukewarm 
attitude, partly because of disabilities like the absence of basic 


industries, eg, chemicals and machinery The step-motherly 
treatment of India in this respect can be compared with the 
developments in Australia of the corresponding industries 

’ Eastern Economist. 17th November 1944 

- Gadgil and Sovani, War and Indian Economy” 2nd ed 1944, p 123 
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During the war the Government of India worked out a 
scheme for training 48,000 mdustrial workers by March, 1943 
The Bevin scheme provided for an intensive course of training 
of Indian workmen in British factories The Government of 
India appointed a Board of Scientific and Industrial Research 
with Sir S S Bhatnagar as President in 1940 with a grant of 
Rs 5 lakhs for research in the Alipore laboratory The finan¬ 
cial position of this Board has been strengthened by the creation 
of a special Industrial Research Fund in 1941 with annual grant 
of Rs 10 lakhs for a period of five years An Industrial Utilisa¬ 
tion Committee was appointed for the purpose of fostering indus¬ 
trial development The Grady Commission recon^mended plans 
for importing essential machinery and rationalising of engineer¬ 
ing workshops The Government of India gave also an assu^*- 
ance that it will protect certain industries against competition 
after the war It is difficult, however, to rely upor ^uch as¬ 
surances in view of the plans for international economic re¬ 
construction adumbrated by Churchill and Roosevelt which 
contemplate the subordination of national interests, dubbed 
selfish, to world interests, that is, the 34 Allied Nations dominat¬ 
ed by Great Britain and the U S A 

Concluding Remarks 

Writing about the economic development of India in a 
recent publication, Dr Anstey observes “The recent expan¬ 
sion of industrial output owing to the protective policy has 
been achieved at the expense of the cultivators who have to 
pay for what they have to buy, and who are dependent on world 
prices for what they sell My own conclusion is that India 
cannot expect to proceed far or last upon the road of large scale 
industrial development and that intensification of protection 
would merely increase the profits of a small section of the popu¬ 
lation at the expense of the masses 

This view which is representative of British economic 
thought in reference to India fails to take into account two con¬ 
siderations (1) that every country considers it desirable to se¬ 
cure an occupational equilibrium for its population, and (2) 
that the prosperity for the agricultural classes in India is largely 
dependent on the increased purchasing power, which the growth 
of industries might make possible The concern for the masses 
of the rural population has not been put forward for the first 
time by economists belonging to a country that has changed over 
t O'Malley, op clt pp 292-3 


20 



306 


OUR ECONOMIC PROBLEM 


from protection to free trade and from free trade to protection 
according to changes in its economic environment. 

It seems that, in spite of the strain and stress of the second 
world war, Great Britain was still dominated by economic in¬ 
terests in her relations with India This was not only borne out 
by the differential treatment of Canada and Australia but b}^ 
her policy in the matter of our aircraft manufacture, the auto¬ 
mobile industry and shipbuilding In November, 1940, Mi 
Santhanam pointed out in the Legislative Assembly that Indian 
interests had offered at the outset of the war, to construct an 
airciaft factory without any Government subsidy, but that the 
project had been delayed for fifteen months by the Govern¬ 
ment’s refusal to agree to buy planes' Mr Santhanam further 
stated that proposals about building up the shipping industry in 
India were made, but the Board of Trade in England had de¬ 
finitely said that they would not render any help in the pro¬ 
motion of .shipbuilding m India as a part of war effort - With 
regard to automobile manufacture Sir M Visvesvaraya, repre¬ 
senting a group of leading manufacturers accused theG overn- 
ment of making a twenty-five year contract with an American 
firm, and obstructing the construction of an Indian automobile 
plant Government of India, in reply to these charges, issued a 
communique in December, 1940, declaring that the Government 
were “very sympathetic” to these projects, but that there were 
“considerable difficulties” m the way of their attainment Even as 
late as May, 1942, in reply to the question regarding aircraft 
industry the Government spokesinan replied in the Assembly 
that Government confidently hoped that “the air factory will 
complete its programme of fighter and bomber construction 
before the end of the present calendar year ”* We have not yet 
heard of this hope being fulfilled 

The Grady Mission found that “India’s metallurgical re- 
.sources were largely unused The Indian industries that had 
been developed were operating largely on a business-as-usual 
basis, and no Government agency existed to convert them to vvar 
work The lack of skilled labour was not a major barrier to 
industrial development ” The Grady Mission pressed for India’s 
full development and met with considerable resistance There 
was a tension between the British and American Government.,, 
and the rivals ot Briti.sh and Indian manufacturers in India * 

' K^te Mitchell op clt, p 22 

* Legislative Assembly Debates Vol IV. Nov 1940, p 405 

Vol I and 11. 1942, p 651 

* Michael Straight, ‘‘Make This the Last War” 1943. pp 131-132 
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We have ample raw materals, adequate supplies of labour, 
the war gave a powerful stimulus to the development of indus¬ 
tries If m spite of the favourable environment crea+ed by the 
war, and in spite of all the advantages we en]oy, we still lag 
behind m large scale industrial enterprise, we might well le 
excused if we look for the causes of our economic and indus¬ 
trial backwardness in the lack of power to control our own 
economic destinies 

The economic evolution of India from the Jays of the East 
India Company can be briefly summaiised in terms of capitalis¬ 
tic development as under The development of merchant capi¬ 
talism in England found expression in the establishment of va¬ 
rious trading companies, notabl> the East India Company, which 
from the early days of its activities m our country was instru¬ 
mental in exporting from India those goods which offeted hand¬ 
some profits Then followed the Industrial Revolutioii, largely 
financed by Indian funds, which transformed the merchant 
capitalism of earlier days into an industrial capitalism The new 
situation thus created had its repercussions on India which by 
this time had been brought under the political control of Eng¬ 
land A series of Reform Acts which culminated in the aboli¬ 
tion of the trade monopolies of the East India Company, and 
ultimately in the transfer of the government ot India from the 
Company to the Crown, contributed to the growth of a foreign 
trade which provided raw materials for British factories in re¬ 
turn for British manufactures imported into India Our bal¬ 
anced economy was upset, transport facilities helped the develop¬ 
ment of foreign trade by opening up the whole country for com¬ 
mercial penetration, and vast accumulations of British capital— 
the result of heavy tribute drawn from India in the shape of 
industrial profits—began to flow into India for investment in 
lailways and plantation industries Banking based on British 
lines afforded facilities for foreign trade The development of 
railways is associated with thai of industries As Marx had 
oredicted “When you have introduced machinery into the 
locomotion of a country, which possesses iron and coal, you are 
unable to withhold it from its fabrication, you cannot maintain 
a net of railways over an immense country without introducing 
all those industrial processes necessary to meet the immediate 
and current wants of railway locomotion, and out of which there 
must grow the application of machinery to those branches of 
industry not immediately connected with the railways. The 
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railway system will, therefore, become in India truly the fore¬ 
runner of modern industry 

The development of modern industries in India began wiih 
the plantation industries like jute, tea, coffee The Indian bour¬ 
geoisie which had in the first phase confined itself to foreign 
trade and merchant capitalism- now took to the development of 
'he textile industries and ushered in the phase of industrial 
capitalism In England, finance capitalism had by this time re¬ 
placed industrial capitalism, and attracted by the prospects of 
huge profits to be made m India by the development of inrius- 
tries, foreign and more particularly British capital found scope 
for investment in Indian industries It has been a struggle foi 
indigenous capital to establish itself against the inroads rf 
foreign capital The outbreak of the first World War, the sti¬ 
mulus of the Swadeshi movement and the adoption of a policv 
of discriminating protection have led to the development of 
Indian industries, widening the sphere of employment of in¬ 
digenous capital The feature that calls for attention in the 
economic development of India is that in spite of the limited 
industrialisation in our country, finance capitalism is rapidly 
replacing industrial capitalism and our industries todav are in 
the grip of finance capitalism—Indian as well as foreign 

CHAPTER XVIII 


THE PRINCIPAL ORGANISED INDUSTRIES 


The industries of India, apart from agiiculture can be con¬ 
veniently considered under two heads, according as they an- 
small-scale industries, hand-operated, or large-scale industrial 
concerns with power driven machinery The total number of 
factories increased from 10,466 in 1939 to 12,527 in 1942 and 14,761 
in 1945 accoidmg to the returns of the Factory Act The follow¬ 
ing table shows the number of workers —* 


> "The Future Results of Biitish Rule m India’ JVcu) York Daily Tribune 8th 
August. 1953 

*The growth of capitalism can be traced through three definite phases, (1) mer¬ 
chant capitalism, the first phase in which capital plays a vital part in the com¬ 
mercial sphere and particularly in foreign trade The merchant is the capitalist, 
(2) industrial capitalism the second phase brought in with the Industrial Revolu¬ 
tion The ground for this had been prepared by the commercial revolution of the 
earlier period In this epoch, the industrialist employs his own capital in the 
manufacture of goods The key note of this phase is "free competition ’’ This phase 
ultimately evolves into monopoly capitalism when the financier becomes separated 
from the industrialist, giving rise to (3) finance capitalism, the third phase, in 
which the financiers lend money to the enterpreneurs for industrial purposes In 
this phase finance instead of being a servant of industry becomes a master and the 
financier exeroises all control Thus "fiee competition" of the period of industrial 
capitalism, which replaced feudal monopoly and monopoly of merchant capital, 
becomes gradually transformed into finance capital monopoly ^ 

in The percentage increase 


'n in All-India 
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1939 1,737,755 1942 .. 2,282,288 

1939 1,751,137 1943 2,436,312 

1940 1,844,428 1944 2,522,753 

1941 2,156,377 1945 (provisional) 2,642,977 

The Cotton Mill Industry 

The old Cotton industiy of India has had an honoured his¬ 
tory but this was primarily based upon excellence of workman¬ 
ship The first products were made from raw staple of the very 
highest quality Cotton cloth was one of the products which 
appealed to the Western countries tioin earh time. Cotton 
giown in America fed the Lancashire mills in ihe days when 
the industry was ievolutionised by power machinery In 1895, 
that ,s, some time after the establishment of ^he Cotton Industry 
in India, along with the impoit duties at the rate of 5 per cent 
on all cotton piecegoods and cotton yarn above 20 counts, a coun¬ 
tervailing excise duty of SVa per cent was levied in India The ex¬ 
cise duty, according tc the then Finance Member, Sir Janies West- 
land. ‘was recommended to us by superior ordei—an order 
which we are obliged to obey” So far as our cotton industry 
IS concerned, Lancashire influence has made itself felt in the 
past to a considerable extent In a lettei to the London Times 
of June 2nd, 1908, Lord Curzon observed, “Ever since India was 
ordered to abolish her customs tariff in 1875, it has been m the 
mam in response to Lancashire pressure that the successive read¬ 
justments of this policy have been introduced ” The excise duty 
which was “politically, economically, and above all morally in¬ 
defensible” and which was considered m India as “imposed out 
of fear of the Lancashire votes” was finally abolished in Decem¬ 
ber, 1925 ^ As Buchanan observes, “For India, cotton manufac- 
tuie is ancient glory, past and present tribulation but always 
hope 

The Goveinment of India was interested m the problem of 
improving Indian cotton from the very beginning For a long 
time it was American cotton that supplied the demand for Lan¬ 
cashire, as the USA cotton crop yielded more than 200 lbs of 
cotton per acre as compared with the Indian yield of about 
100 lbs per acre In 1917, the Government of India appointed 
a Cotton Committee to investigate into the possibilities of grow¬ 
ing long staple cotton in the country. It reported that “India 
cannot, for at least ten years, grow cotton in any large commer¬ 
cial quantity of a staple longer than 1-1 ] 16th of an inch ” Even 

'■ London Times, 5th March, 1917 quoted b\ C N Vakil, in "The Industrial Policy 
of India ” 1933, p 43 

I Op cit,p 194 



310 


OUR ECONOMIC PROBLEM 


this hope of the Cotton Committee was not realised In 1926, 
we produced only about six per cent long staple cotton in terms 
of the total crop. In 1932, eighteen per cent of the total cotton 
crop was classified as long staple 

Indian cotton, however, though it ranks at the bottom of the 
list with Chinese cotton in length of staple, and though the 
Indian fibre is at present unfit for spinning yarns finer than 30 
counts, has provided for all the requirements of the Indian cotton 
industry The Indian mills use limited amounts of longer staple 
cotton in the production of finer counts, which are imported from 
Egypt and Uganda It is significant that Japan which has been 
a purchaser of Indian cotton during recent years has built up a 
large industry by mixing Indian cotton with a percentage of 
American or Egyptian cotton 

India to-day is one of the leading countries of the world in 
the cotton industry “She ranks fifth in the number of spindles, 
fourth in the quantity of raw cotton consumed, third in the 
number of persons employed and second in raw cotton produc¬ 
tion.”^ The cotton mills still employ a large number of English¬ 
men as technicians and managers, but they have been developed 
largely by Indian enterprise and Indian capital The following 
tables show the development of cotton industry during the last 
60 years — 


Year 

1880-84 

1910-14 


1941 

1942 

1943 
1946 


Year 


1912 

1922 

1932 

1936 

1939 


No. of No of 
mills spindles 

(In OOO’s) 
63 1,611 

257 6,406 

379 9,857 

389 10,059 

390 9,961 

396 10,026 

401 10,131 

421 10 305 

Total Cloth 
Production 
m Indian Year 

Mills in 
millions of 
yards 

1,136 1940 

1,731 1941 


1945 

4,113 1946 


No of No. of 
looms persons 
employed 

14,500 51,000 

88,100 243,800 

200,000 418,000 

202,000 441,000 

199,000 460,000 

200,000 480,000 

201,000 490,000 

203,000 700,000 ‘ 

Total Cloth 
Production 
in Indian 
Mills in 
millions of 
yards 
4,065 
4,531 
4,025 
4,478 
4,676 
4,000 


1 Ibid , p 199 

Figures upto 1936 include Burma 

3 Mr M P Gandhi In his 1946>47 Cotton Textile Industry Annual 
of 495,000 persons employed In 1946, whereas Mr K K Desai estim 
of employed at 700,000 
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The chief development of cotton manufacturing has been 
in the West, centring in the Bombay Province, especially m 
Bombay City Outside Bombay City, the chief centres of the 
industry in the Province are Ahm^abad and Sholapur Im¬ 
portant factories are also to be found in the Central Provinces, 
Madras and Bengal In the early stages of the development of 
the industry, Bombay City was the centre, as the mills produced 
yarn which was exported to China Raw cotton was detained 
in the port only long enough for spmning, and was then export¬ 
ed as yarn Moreover, mill machinery had to be imported from 
abroad, and the difficulty of transporting heavy machinery to 
places outside the reach of the railway system determined the 
localisation of the industry in port towns like Bombay and 
Calcutta Even the spare parts of the mill machinery were not 
locally available in the early days and had to be imported from 
abroad Coal and steam power were not easily available outside 
the areas served by the railways The cost of carrying coal from 
the pit-head to places, where it was required, compelled the 
factories to depend on imported coal The relatively greater 
centralisation of the cotton industry in Bombay can also be 
accounted for, when we remember that Bombay enjoys a more 
favourable position as compared with other centres in regard to 
markets like East Africa and Sudan 

A larger amount of capital is invested in cotton than in any 
other Indian factory industry The total paid up capital of the 
industry in August, 1941, amounted to Rs 44 crores 77 lakhs, as 
compared with Rs 43,62 lakhs m August, 1940 ' According to 
Mr Dcsai the paid up capital in the textile industry today is 
about Rs 50 crores, the bulk of which belongs to about 150 
managing agents’ firms The block or fixed capital is about 
Rs 100 crores It has about 200,000 looms and one crore of 
spindles It used to produce about 420 crores yards of cloth 
before the war, and employed 500,000 workers Due to the 
starting of night shifts since the outbreak of the second world 
war, the number of employees has increased to about 700,000- 
99 per cent of its total capital is said to be in Indian hands It 
has been estimated that between 1902 and 1916 the Bombay 
mills, besides paying agents’ commissions and allowing for de¬ 
preciation, were able to pay on an average 11 to 12 per cent on 
the share capital as dividend War and post-war profits were 
high From an article contributed by Mr. J A Wadia in the 

1 See Indian Cotton Textile Industry Annual edited by M P Gandhi, 1942 

■“Vide. Indian Textile Industry,—War Peiiod, (1939-46) by K K Desal ML A 
Textile Labour Association, Ahmedabad 
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Times of India in December, 1926, it would appear that for the 
twenty-one years ending December, 1925, the grcss profits of ten 
Bombay mills including agents’ commissions averaged 38 8 per 
cent 


Imports of Piecegoods 

The development of the cotton industry in England turned 
India fiom being an exporter of hand-made cotton goods to 
Europe into an importer of cotton goods after 1830 Between 
1840 and 1858 imports of cotton yam and cotton cloth into India 
constituted from one-half to two-thirds of the total value of her 


imports, mostly these imports were from the United Kingdom 
In spite of the development of the industry in India, British 
imports, particularly of cloth, increased until m 1913-14 they 
were over 3,000 million yards or 2% times India’s own mill pro¬ 
duction From 1890, however, the Indian cotton mills had cap¬ 


tured some part of the home and the Near East markets With 
the outbreak of the war 1914, the exports of the United Kingdom 
fell off Cotton spindles in Japan, China and India together 


more than doubled as shown by the following table 


Japan 

India 

China 


1914 1930 

2,414,544 6,837,000 

6,397,141 8,807,000 

300,000 3,699,000 

9,111,686 19,343,000 


Increase 

4,422,456 

2,409,858 

3,399,000 

10,231,314 


In the five years, 1897-1901, Indian mill-made cloth con¬ 
stituted only ten per cent of the total mternal cloth consumption, 
as compared with 27 per cent woven on hand-looms and 63 per 
cent imported In the five years, 1920-25, Indian mill-made cloth 
supplied 38 per cent of the internal demand, as compared with 
29 per cent woven on hand-looms and 33 per cent imported In 
1931-32, the percentages were 56 6 for the mills, 29 7 for the 
hand-looms and 7 3 for imports 

So far as outside markets are concerned, Indian mills have 
been gradually eliminated On the other hand, during the last 
twenty years, they have had to meet new foreign competition 
within their own borders Whereas in the earlier days the im¬ 
ports were mostly of high grade goods from England, coarser 
and relatively finer goods from Japan and China gradually found 
their wav into the Indian market, particularly m piecegoods 
In 1913-14, the United Kingdom and Japan, furnished respecti¬ 
vely 97 per cent and 0 3 per cent of the imports of cloth. The 
table below shows how the United Kingdom has lost and Japan 
gained in imports between 1913-14 and 1940-41* — 

’ Peaise, “The Cotton Industry o£ India,” 1930, p 1, quoted by Buchanan 
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rear 

United 

Kingdom 

Japan 

1913-14 

97 1 

03 

1923-24 

88 3 

82 

1929-30 

65 0 

29 3 

1932-33 

48 7 

47 3 

1936-37 

43 " 

54 4 

1940-41 

12 5 

80 5 


In 1923, when the cotton indusUy sufieied fioni the after 
effects of the crisis of 1921, it had to face at the same time in¬ 
creasing competition from foreign producers Ir 1926, a special 
Tariff Board enquired into the conditions of the cotton industry 
with special reference to Bombas and Ahmedabad Stress was 
laid b> the industry on the unfair competitii-n of Japan which 
was helped by the emploc ment of sweated labour and the double 
shitt system The mill industry in India had entered on a period 
of depression, after 1923, partly due to the loss of the export 
traae in yarn to China, partly due to the stabilisation of rupee 
at Is 6d , and partly due to Japanese competition Apart from 
cheap labour and the double shift system, Japans competitive 
strength lay, from the mill-owners’ point ol view, in (1) the 
superior organisation and finance of the Japanese mills, (2) 
superior marketing, (3) the opportunities for purchase of raw 
material, having alternative sources in India and the USA and 
(4) the temporary depreciation of the yen The Tariff Board 
recommended protection, and under the Indian Tariff Act, 1927, 
a duty of 5 per cent ad valorem was levied on imported cotton 
yarn With the increasing severity of competition from Japan, 
m 1929, the Government of India appointed a special officer, 
Mr J S Hardy, to report on foreign competition and on the 
extent of protection necessary Subsequent to the report in 
1930 higher duties were levied on piecegoods The issue of 
protection was further complicated by the Ottawa Trade Agree¬ 
ment of 1932, under which Britain agreed to encourage the 
purchase of Indian cotton in view of preferences granted to her 
in the finer qualities of piecegoods 

The increasing Japanese imports led the Government in 
1933 to renounce the Indo-Japanese Trade Convention of 1904, 
which provided for mutual “most favoured nation” treatment, 
and raised the duty on non-Biitish piecegoods to 75 per cent 
Japan retaliated by a boycott of Indian raw cotton Negotia¬ 
tions followed; and an agreement in 1934 allotted to Japan an 
annual import quota of 125 million yards unconditionally, 325 
million yards if she purchased 1,000,000 bales of Indian cotton. 
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and 400 million yards if she purchased 1% million bales The 
duty on non-British goods was fixed at 50 per cent and the 
agreement was to remain in force till 1937. At the same time, 
a trade agreement was signed on behalf of the British and 
Indian governments in January, 1935, providing (1) for the 
retention of Imperial Preference and for the existing margin of 
preference, (2) for the removal of surcharges on cotton piece- 
goods when the surcharges of 1931 were removed from the 
generality of goods, and (3) for affording opportunities to any 
British industry to state its case before the Indian Tariff Board 
In return, the British Government gave assurances that the use 
of Indian raw cotton in England would be encouraged ^ By the 
Indian Tariff (Amendment) Act, 1947, Government have con¬ 
verted the existing protective duties into revenue duties in 
accordance with the recommendations of the Tariff Board in 
February 1947 

There was recently a gieat increase in the export of piece- 
goods due to the war, which had stopped exports from Japan and 
England Exports increased from 177 million yards in 1938-39 
to 390 milion yards in 1940-41 and 819 million yards in 1942-43, 
but dropped to 461 million yards in 1943-44, perhaps as a result 
of control The greater portion of the increase had been due 
to the activities of the U K C C and to government purchases 
At the same time there was a relative scarcity within our coun¬ 
try, with soaring prices and a flourishing black market in spite 
of textile control The huge profits made by wholesale dealers 
and millowners led to the introduction of the standard cloth 
scheme evolved in 1941 by the representatives of the industry 
and Government in collaboration It was brought into operation 
in 1943, but was far from successful, owing to lack of propei 
organisation and distiibuting machmeiy- 

The stimulus afforded to the industry since the outbreak 
of the war in 1939, may be regarded only as a ti action of what 
the Indian industry can look forward to in a growing economy 
The present consumption of fifteen yaids per head per annum 
IS too little There is an internal market of vast dimension, and 
even a small increase in the purchasing power of the masses in 
India may give rise to such a demand for clothing and for cotton 


1 Although this agreement did not require ratification either by the British or 
the Indian Legislatures a resolution for its rejection was carried bv 70 votes to 65 
fai the Indian Legislature on the 30th March 1936 

®Mr M S A Hydari Secretary to the Department of Industries and Civil Sup¬ 
plies. confessed in a speech to the Millowners’ Association “It is true that in 
September. 1941, a scheme was launched to make cheap cloth available to the people 
in certain defined varieties It went by the name of standard cloth It has failed 
so far to provide cloth either in sutetantial quantities or at a low price ” 
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piecegoods as to throw into the shade any incidental advantages 
which the war brought to it If the textile industry can absorb 
the greater part of the output of Indian cotton, it will have 
secured all the benefits of a self-sufficient economy The in¬ 
dustry need not think of entering into competition in foreign 
markets The future of the industry in India is intimately linked 
up with its ability to serve the home market which is bound to 
expand with the general increase in the purchasing power of the 
masses. 

The Future of the Cotton Industrv 

Owing to war orders since the outbreak of the present war, 
the immediate future looked very bright for the cotton industry. 
The Bombay, Ahmedabad, and Madras mills were all meeting 
orders from the Supply Department for such \arious mateiials 
as canvas cloth for tents, drills, shirtings, bandages, medicated 
cotton, and cotton ropes and yarns for camouflage nettings But 
It would not be safe to think of the future of the industry in 
terms of the purely short-term advantage which the war brought 
to it The expansion of the cotton industry during the last de¬ 
cade or two has not been due to any increase in the purchasing 
power of the people inside the country, but to some extent to an 
increasing demand from neighbouring countries Thus, the ex¬ 
ports of cotton piecegoods from India increased from 97 million 
yards m 1930-31 to 221 million yards in 1939-40 It is difficult 
to anticipate the place of India m the reconstructed economic 
order of the future The insistent clamour for the restoration 
of the free trade principles and of equal access to all countnej> 
to raw materials where they are available would seem to per¬ 
petuate an economic order such as prevailed in the 19th century. 
Under such an order, countries like India were to be producers 
of raw materials for the benefit of the highly industrialised 
countries The international economic order of the future with 
intensified competition on the part of Western industrialised 
countries would seem to offer no possibilities for the expansion 
of Indian goods in foreign markets The war, on the other 
hand, with its curtailment of imports gave to the cotton in¬ 
dustry in India an opportunity to plan its production in such a 
way as to make foreign imports of cotton goods superfluous in 
the future 

There is another problem that will face the cotton industry 
in the future This is the relation of the machine industry to 
the hand-loom industry. Despite the passage of years and the 
existence of acute competition from the mechanised industry. 
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the hand-loom weaver has managed to survive and to maintain 
himself with undimmished strength The handloom industry is 
responsible today for 27 per cent of the total production; it may 
almost be called a part and parcel of the agricultural organisa¬ 
tion of India, as it provides an occupation for the cultivator in 
the season when agricultural work is slack It is a fact that in 
spite of the importance of this industry and its organic relation 
to agriculture, statistics about the number of people engaged in 
this occupation and the number of looms that are working as 
well as the production of cloth are so completely lacking ‘ The 
main objective of the mechanised cotton industry for the future 
should be the co-ordination of its own production with the pro¬ 
duction of the hand-loom industry so as to make India self- 
sufficient in the matter of cotton goods The high standard of 
excellence reached by the hand-loom workers in the past gives 
us hope that a flourishing hand-loom industry can subsist side 
by side with its machine counterpart with the help of co-opera¬ 
tive societies and direct Government assistance Any attempt 
on the part of our Indian cotton factories to enlarge and expand 
production with the hope of capturing foreign markets 
would result m the usual phenomena of over-production and a 
slump which would be harmful to the industry What is needed 
IS careful co-ordination and planning between laige-scale indus¬ 
trial enterprise and the handicrafts, a planning which is far more 
important in a country like India than in any other country 
Industrialisation does not necessarily mean large-scale factory 
production In Soviet Russia, for example, the Five-Year Plan 
laid considerable stress on the development of hand industries 
and the promotion of co-operative societies and Government 
agencies, which could supply the artisans with raw materials and 
tools and take charge of the distribution of the finished wares 
With the virtual loss of the overseas markets which we 
might not regain, or in which we may have to face severe 
foreign competition in the post-war period, the cotton textile 
industry which is greatly stimulated as the result of the war 
must be very careful with regard to the future It has risen to 
its present position by the sacrifices of the masses It must not, 
therefore, try to replace the hand-loom weaving industry’s 
market in order to make up for the loss of the overseas market 

’ The recent release of ihe report of the Fact Finding Committee (Handlooms 
and Mills) appointed in 1941 gives us statistical data regarding this important 
industry According to the Report the number of weavers for all India is 24 lakhs, 
with another 36 lakhs, some paid and some unpaid of auxiliary workers assisting 
them thus making a total of 60 lakhs with W lakhs of looms Assuming three 
dependants on every worker the committee estimates the total population dependent 
on hand-loom weaving at about 10.000,000 
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It IS not desirable that it should compete with the hand-loom 
weaving industry, which is an mdustry subsidiary to agriculture 
and of considerable national importance Such a danger must 
be averted by a carefully planned organisation of the cotton 
mdustry 

The history of the cotton textile mdustry, during the last 
two years makes sorry reading The greed of the millowners 
has prevented them from stabilising the industry They have 
made colossal profits inspite of controls and their commercial 
instincts have made them ignore the interests of the consumers. 
The recent removal of controls and the artful propaganda of 
big business has led even the Government, otheiwise so friendly 
to the industry, to announce that they would consider the ques¬ 
tion of reimposing the controls The millowners have endeav¬ 
oured to make out that productive capacity may have doubled 
in the period of 1939-1946, but not the actual production, that 
the efficiency of workers has gone down, and that strikes and 
shorter hours of work have reduced production to such a low 
level that our supplies in the coming years will produce a crisis 
The following table, however, tells a different story —’ 



Mill 

Total 

Total 

Defence 

'S’OsS A 


production imports 

(In millions of 

exports 

yards) 

Service 

purchases 

s a gw 3 

rt E » 

BO u 

1939-40 

4,012 

599 

221 

300 

4,090 

1940-41 

4,269 

472 

390 

300 

4,050 

1941-42 

4,494 

199 

772 

300 

3,621 

1942-43 

4,109 

16 

818 

1,042 

2,265 

1943-44 

4,871 

5 

461 

602 

3 813 

1944-45 

4 726 

6 

423 

583 

3,726 

1945-46 

4,676 

6 

440 

315 

3,927 

1946 Dec 

4,000 

500+100 

200 

100 

4,300 


It appears that the supplies of mill made cloth were actually 
greater in 1946 than in 1945, and even greater than m 1939 This 
does not take into account 1700 million yards of hand loom pro¬ 
duction Profiteering and black marketing can alone account 
for the scarcity of cloth 

Iron and Steel Industry 

Iron and steel, the basis of the Industrial Revolution in the 
West, were known to India from early days Our country had 
developed high grade steel for the manufacture of weapons, 

> Article on "Cloth Shortage,” by S A Dange, Communist, April 1947 
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tools, etc The famous Damascus blades were forged from steel 
imported from Hyderabad in India The equally famous iron 
column on the site of tV'e Kutub Minar at Delhi weighing over 
SIX tons and forged about 415 AD, is an eloquent testimony to 
the high stage of development of the iron industry in India 
Even today one wonders as to how it was possible to forge such 
a pillar m those early days The Agarias, the iron smelting 
caste, were to be found all over the country Only a century 
and quarter ago, Dr Francis Buchanan had found many of 
these smelters in India But, just as the machine-made, cheap, 
imported cotton goods had destroyed our cotton industry, the 
cheap iron goods imported from Europe destroyed the trade and 
industry of the Agarias and turned them into labourers who 
increased the pressure on land 

The earliest attempt to make iron by Western process was 
made about 1830 in Madras In 1875 attempts were made to 
smelt iron by means of coal instead of charcoal, and a company 
was started for this purpose on the Raniganj coal field by the 
Bengal Iron Company This company closed down after four 
years The Government acquired the plant in 1881, working it 
till 1889, with two blast furnaces The plant was then sold to a 
new Bengal Iron and Steel Company The works were gradually 
enlarged, and the company now produces successfully pig iron, 
iron pipes, railway and other castings About 1919 a new com¬ 
pany was launched, the Indian Iron and Steel Company, with 
up-to-date American plant 

The Tata lion and Steel Company was formed in 1907, and 
commenced operations five years later It owns iron mines, 
limestones quarries, magnesite depositi, and coal mines After 
the crisis of 1921, the steel industry m India had to face the 
competition of foreign producers of steel, who were dumping 
their steel in every market When the Indian Tariff Board was 
appointed, the iron and steel industry was the first to claim 
protection. The Board reported m favour of protection and an 
Act was passed levying specific duties on imported iron and steel 
materials, and granting bounties for the manufacture of rails, 
fish-plates etc The scheme of protection was subsequently 
revised, in view of the rise in the rupee exchang to Is 6d and 
the unexpected fall in the continental steel prices A bounty 
up to 50 lakhs of rupees on steel ingots was sanctioned and in 
1926 higher specific duties were provided for In 1933, there 
was a fresh investigation by the Tariff Board, which came to 
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the conclusion that the protection afforded to the industry in 
1926 had proved successful, and that a stage had been reached 
when no further protective duties were required on imports. 
The Government of India accepted the recommendation of the 
Board, that if duties were necessary they were needed more as 
anti-dumping than as proactive duties 

In 1936, the Indian Iron and Steel Companies were recon¬ 
structed and the Steel Corporation began working in November, 
1939, with a plant capable of producing ‘250,000 tons per annum. 
From the outset of the war, an arrangement was ai rived at 
between the Tata Iron and Steel Company and the Government 
by which all the steel required by the Government for war pur¬ 
poses was given priority over all other requirements, and the 
prices were fixed at the pre-war level These prices, however, 
were subject to revision every six months in accordance with a 
reduction or increase m the cost of manufacture 

The giowth of the iron and steel industry may be illustrated 
by the tables on the next page 

In thousands of Tons 



1933-34 

1934-35 

1935-36 1936-37 

1937-38 

1938-3') 

1939-40 

Pig non 

1,109 

1343 

1,541 1,552 

1,644 

1,576 

1,838 

Steel Manufactures 







1 Iron castings 

68 

81 

76 99 

115 

88 

129 

2 Steel ingots 

721 

834 

880 861 

922 

977 

1,070 

3 Semis 

99 

76 

71 78 

759 

791 

872 

4 Finished steel 

452 

551 

606 613 

668 

726 

804 


Exports 

m thousands of tons 




Year 

ig Iron 

Iron & 

Year 

Pig Iron 

Iron & 



Steel 




Steel 

1927-28 

393 

59 

1940-41 


599 

104 

1933-34 

377 

91 

1941-42 


521 

40 




1942-43 


242 

6 

1937-38 

629 

87 

1943-^4 


184 

2 

1939-40 

572 

106 

1944-45 


159 

3 


The fall in exports after the outbreak of the war does not 
need any explanation The development of a basic industry like 
the Iron and Steel has led to the use of various subsidiary in¬ 
dustries like engineering, wagon-building, tin-plate, wire and 
wire nails, agricultural implements, enamelled ware, etc 

The Iron and Steel industry being the ‘key’ industry has 
received an enormous stimulus smee the outbreak of the war 
The industry has been afforded a great opportunity for steel 
manufactures, the production of which was considered hitherto 
impracticable in India Moreover, India’s increasing consump¬ 
tion of iron and steel and the mcreased demand after the end of 
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the war for steel products necessitated by increasing industriali¬ 
sation open up possibilities of an ever expanding market for the 
industry The Government have decided to open two big steel 
works, owned entirely by the Central and Provincial Govern¬ 
ments and to be run as public corporations Thus Government 
seem to have accepted the principle of competition between 
private and state enterprise even in the sphere of a key industry 
like iron and steel 
The Jute Industry 

The Jute industry is the second important textile industry 
employing nearly as many workers as the cotton mills All the 
3 Ute factories are in Bengal It was Dundee that took the lead 
in establishing the first ]ute factory in 1838 It was in 1855 that 
the first factory was erected in Calcutta for jute spinning and 
weaving Bengal possesses a virtual monopoly in the produc¬ 
tion of raw jute, and over half of this raw jute is turned into 
cloth in Indian factories 

The following tables give us an idea of the development m 
production, mill consumption and exports of raw jute — 

In lakhs of Bales 


Year 

Production 

Mill consumption 

Export 

1912-13 

98 

46 

50 

1922-23 

54 

47 

29 

1927-28 

102 

58 

49 

1932-33 

58 

44 

35 

1936-37 

96 

71 

46 


The number of looms inci eased from 192 in 1859 to 60,000 
in 1933, and 66,000 in 1937 The total number of looms in all 


countries outside India is 49,000 out of which 8,000 are in Dundee 
Progress of Jute Industry 

No of Looms Spindles Capital 

Yeai Mills 

1941-15 to 

1918-19 

73 

39 7 

821 2 

Hs 1,403 6 (authorised) in lakhs 

1919-20 

76 

41 0 

856 3 

Rs 1,563 5 

1929-30 

98 

53 9 

1,140 4 

Rs 1,871 7 (paid up) „ 

1934-35 

100 

61 4 

1,221 8 

Rs 1,967 7 

+ £2,525,000+ £ 12,000,000 

1937-38 

105 

66 7 

1,337 9 

Rs 2,029 1 (paid up) in lakhs 
+ £2,525,000+ £3,750,000 

1938-39 

107 

67 9 

1,350 5 

Rs 2,030 6 (paid upj in lakhs 
+ £2,250,000+ £3,750,000 

1939-40 

no 

68 5 

1,369 8 

Rs 2,056 4 (paid up) in lakhs 
+ £2,250,000+ £3,750,000 


From the capitalist point of view, the jute industry may be 
said to be the best organised industry in India The Indian Jute 
Mills’ Associaiton was organised in 1886, and has been instru- 
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mental in bringing about concerted action and cooperation bet¬ 
ween the jute companies These companies have frequently 
co-operated m the limitation of output through short-time ope¬ 
ration The Government of India has appointed the Indian 
Central Jute Committee to watch over all the branches of the 
jute industry Until a few years ago, the captial of these com¬ 
panies was in the hands of sterling holders in Great Britain 
Even Americans have invested several million dollars in the 
enterprise During the last decade or two, however, there has 
been a transfer of capital from British to Indian hands, but the 
management is still foreign 

Between 1915 and 1929, the jute mills paid handsome profits 
to the shareholders With the coming of the economic depres¬ 
sion in 1929, the industry has passed through a period of difficul¬ 
ties The difficulties weie aggravated by unhealthy competition 
of mills which were not members of the Indian Jute Mil’s’ 
Association The Bengal Government was compelled to inter¬ 
vene when what appealed to be a crisis was readied in the 
industry, due partly to discontented labour force, partly to 
declining prices for manufactured goods, and partly to the 
difficulties of the cultivators of jute An ordinance was pro¬ 
mulgated in 19‘^6 prohobiting all jute mills m Bengal fr^m 
working more than 45 hours per week This was followed by a 
new working time agreement between the mills, limiting produc¬ 
tion The outbreak of the war in 1939 changed the situation and 
brought about a big jump in production and profits 

It is difficult to judge the prospects of the industry in the 
immediate future The outbreak of the wa. involved the loss 
of European markets, and though the industry derived substan¬ 
tial benefits during the first year of the war, it has to face the 
problem of disposing of a huge surplus crop of jute Unrestricted 
production may again bring the same difficulties which faced 
the industry some years ago Here, as in other industries, what 
IS needed is careful planning of production and co-ordination of 
the agricultural interest with the requirements of the industry 
The Indian jute mills consume, as we have already stated, nearly 
half the jute grown in India 

According to the calculations the Jute Mills’ Association, 
even on the basis of 54 working hours per week, 25 per cent of 
machinery is redundant Mere restrictions on output, voluntary 
or compulsory, cannot solve the difficulties of this industry. 
The initial stimulus which fell off as the war progressed was 
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artificial The peak production of jute manufactures, including 
twist and yarn, was i cached in 1941-42 to 1,279,000 tons It fell 
to 1,097,000 tons in 1944-45, while the provisional figures for 
1945-46 are 1,114,000 tons ' The future of the industry lies in a 
properly planned policy of rationalisation and carrying out of 
new lines of production Brazil has been successful in her 
experiments to grow Indian jute and is expected to grow a 
crop of 50,000 tons in a few years’ time, also the drive towards 
substitutes and “ersatz” products and especially the recent ex¬ 
periments of cotton substitutes for jute—partially successful in 
America—and of marine fibre m Australia are a great danger 
to our industry m future A new difficulty has arisen for the 
industry after the partition of India, which left most of the jute 
mills in the Indian Union, while the raw jute is grown in 
Pakistan 

The Sugar Industry 

Among the protected mdustnes of India, sugar occupies a 
unique position Within a few years of the grant of protection, 
the sugarcane mdustry has made enormous strides, outstripping 
even the annual consumption of the country Modern large- 
scale crushing plants are established all over the countiy, with a 
potential capacity for a production far in excess of the internal 
demand Due to the outbreak of the War, the Central Govern¬ 
ment announced in September, 1940, that no tariff board would 
be appointed as was announced by them in March, 1939 Acts 
were passed continuing the existmg duties now the Tariff Board 
IS to report on this question 

The progress of the industry is indicated by the following 
table - 

Production Pi oduction 

No of ofsugir ofsugat Production Total 

Year can.? diiectuoir. lelined otKhandsan 

factono can.„ fiomgur suga- 

fin tons) 

1929-30 27 89,800 23,200 200 000 313,000 

1934-35 130 578 100 39,100 150,000 767 200 

1939-402 145 1241,700 31,700 125,000 1 308 400 

1942- 43 150 1,070,700 10,000 214,000 1,294 700 

1943- 44 ISO 1,260,000 10,000 100,000 1210 000 

1944- 45'’ 140 953,500 6,030 80 000 1,039,500 

»“Statistics, relating to India’s War Effort ” published by the Department of 

Commerce, Government of India, 1147 

> Burma factories are excluded fiom 1939-40 onward<; Figures are based on 
Table No 1 of the Indian Sugar Industry Annual, 1943, edited by M P Gandhi May 


■> Figures for 1944-45 in the lecent annual of Mr Gandhi have been revised in 
accordance with the figures published in the Indian Trade Journal The figures for 
subsequent years are Mr Gandhi’s estimates — 


1944- 46 

1945- 47 


145 

146 


966,000 

1,000,000 


6000 


Total 

1,032,000 

1,066,000 
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Along with a rapid increase in internal production there 
has been a sharp decline in imports From an average of 
1,000,000 tons in the years uptil 1930-31, imports dropped to 
250,000 tons in 1933-34 and to 198,000 in 1934-36 In 1936-37 the 
net import was only 11,960 tons The imports rose to 254,000 
tons in 1938-39 in view of the deficit in home production The 
imposition of an excise duty at the rate of Rs 1-5 per cwt on 
factory sugar, and ten annas on Khandsari sugar fiom the 1st 
April, 1934, yielded a revenue to Government of Rs 97 lakhs in 
1934-35 and Rs 2Vfe crores in 1936-37 With the increase in 
excise duty, Government realised Rs 4 22 crores in 1938-39 The 
table below shows the total production estimated consumption 
and imports of sugar during recent years —’ 

Year 1935-36 19%-37 1937-38 1938-39 1939-40 1940-41 1941-42 

Total Pro- 'In tor>>) 

duction 1.707,167 1 230 000 1,072 300 765 400 1 373 400 1 345 300 1 250 000- 

Estimate Annual 

Consumption 1,074.000 1,167,000 1159 000 1,065,000 1 050,000 1,150,000 — 

Total imports 86 962 11960 9 410 254 400 36 000 30 000 — 

The following table shows growth in the production of gur 
foi direct consumption, since 1931-32 — 

Year Tons in thousands lear Tons in thousands 

1931-32 2,758 1939-40 2,441 

1935-36 4,107 1940-41 3,410 

Till 1931, India used to import ten lakhs of tons of sugar 
valued on an average at Rs 15 crores per annum From being 
a couniry which was mainly dependent on foreign sources for 
its requirements in sugar, India has today become the largest 
sugar producing country in the world In the short period of a 
quinquennium, our production has risen to about 12 lakhs of 
tons per year 

A study of the Indian sugar industry reveals the fact that 
the production of gur is three to four times as large as the 
production of sugar m the country About 60 per cent of the 
cane crop of the country is consumed for the manufacture oi 
gui With the increase in the spread of tea habit and the sub¬ 
stitution of sugar for gur m the sweetmeat trade, and the demand 
for a clean product from sugarcane, we might expect a decrease 
m the demand for gur But this has not been the case The 
replacement of gur by sugar will depend on the level of the 
prices of sugar and gur If sugar becomes cheaper it may b< 
preferred to gur to some extent But it has to be rememberec 
that 70 per cent of our population live m villages and, therefore, 

»Indian Year Book 1942-43 o 71*. 

»Estimated 
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even a slight difference of price in favour of gur will mean 
a perpetuation of the present demand for gur Moreover, the 
fact that our per captia consumption of sugar is very low can 
be seen from the following figures 

Per capita sugar consumption m lbs 
UK 112 Australia 114 

USA 103 Japan 29 

Germany 59 Inoia 20 (inchiCLing 

gur ( 

According to Prof Adarkar, the sugai industry has given 
new employment to at least 25 lakhs and an indirect employ¬ 
ment to about 25 lakhs oi people “Thus the total emplovment 
caused by protection m a year of moderate results (19.15-36) has 
been to the tune of about 50 lakhs of workers India is the 
largest producer of sugar in the world, the total yield of raw 
sugar being over five million tons, with a capital mvestn'cr. 
estimated at Rs 33 ciores The total value of sugar and 
produced is about Rs 100 crores per yeai and this is the secc’id 
largest national industry, next to the cotton textile inclus*!' 

In order to avert internal unchecked competition due to i e 
great fall in prices of sugar, the Indian Sugar Syndicate v 
formed in 1937 comprising over 90 mills The Government WaS 
approached by the Syndicate for legislation to curtail production 
and overcome internal competition which had resulted in ' eiv 
low prices of sugar The Government of U P and Bihar passed 
Sugar Factory Control Acts and made it compulsoiy for eveiy 
mill to get a license for working sugar factories frem the Gov¬ 
ernment which was issued only to the members of the Syndi¬ 
cate Thus, the Indian Sugar Syndicate was legally recognnod 
and all the mills in the UP and Bil"-ar have been compelled t'l 
sell sugar through the Syndicate In 1940, the hie ol the Sugar 
Control Acts was extended to June 30th, 1944, and a Sugar Com¬ 
mission was appointed by them to be “a final authoritv, subiect 
to Government Control, on all matters connected with the p’^o- 
duction and sale of sugar ” There w'as a large carry-over of 
sugar, approvimatcly 400 000 tons at the beginning of 1940-41 
The U P and Bihar Governments, restricted by means of quota, 
the production of sugar m factories in U P and Bihar There 
was no check, however, to the production of sugar in provinces 
outside UP and Bihar and in Indian States With an increase 
in the offtake of sugar, stocks at the end of November, 1941, were 
estimated at 265,000 tons 

J B P Adarkar. “The Indian Fiscal Policy” 1941. pp 201-202 
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An International Sugar Agreement between twenty-one 
major sugar producing countries was signed by the Govern¬ 
ment of India in May, 1937, which regulated export quotas and 
thereby India was banned from exporting sugar by sea to any 
country except to Burma for a period of five years But India 
was declared a free market This ban prevented India from 
exporting sugar when there was a growing international sugai" 
shortage 

As Pi of Adarkar aptly observes in this connection, “When 
the major sugar producing countries of the world, comfortably 
sheltered behind tariff walls in their own or in associated 
niarkets, are able to sell their sugar at differential prices in the 
free markets, the ‘self-denying’ ordinance imposed upon this 
country by the Government is an interesting commentary on 
tiieir anxiety to help our struggling industries ”* It is interest¬ 
ing to note that even within the British Empire, Indian sugar 
does not enjoy any quota or privilege granted to the other suga 
producing countries of the Empire The International Agree¬ 
ment. however, expired on 1st September, 1942 and it is gratify¬ 
ing to note that the Government of India decided not to give 
the proposed extension to the International Sugar Agreement 
(Vide Press Note of the Government of India in September, 
1942) 

In order to help the cane cultivators, the Governments ot 
U P and Bihar fixed the minimum prices of cane during 1939-40 
An mter-provincial Sugar Control Board of UP and Bihar has 
been appointed The recent development of sugar industry in 
other provinces threatens its position in UP and Bihar The 
industry needs to be regulated and controlled by an all-India 
policy m order to arrest the great danger of over-production 

Another important problem connected with this industry is 
the proper and planned utilisation of its by-products, especially 
the production of power alcohol which would certainly lowei 
the cost of produciton of sugar Power alcohol is produced on 
an extensive commercial scale in the sugar producing countries 
Alcohol as motor fuel has practically all the essential qualities cf 
petrol It has a number of advantages over petrol Its thermal 
efiiciency is greater, it is safei in storage, in transportation and 
in use It does not carbonise and is cleaner in every way It 
also effects economy in the use of lubricants Power alcohol is 
used as motor spirit aftei being mixed with petrol The average 
annual production of molasses from 1936-37 to 1938 was 450,000 

>B P Adarkar. “The Indian Fiscal Policy," 1942. p 253 
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tons The annual consumption of petrol in India in the same 
three years was 100,000,000 gallons on an average With the 
development of motor transport m India greater imports of 
petrol will be necessary Since the separation of Burma from 
India, it IS desirable to develop an alternative source of motor 
fuel inside the country Out of the 300 or 400 thousand tons 
of molasses, which are running to waste at present, it would bo 
possible to produce 19 to 25 million gallons of power alcohol 
According to estimates made by various authorities, the cost of 
producing power alcohol would be between 4% to 6 annas per 
gallon Adding an excise duty of 10 annas, it may still be pos¬ 
sible to sell power alcohol at Re 1 per gallon But so long xs 
there are oil interests represented by companies like the Burma 
Oil Co and the Anglo-Persian Co, attempts at the development 
of power alcohol as a by-product of the sugar industry will 
always be frustrated If the cost of production in the sugar 
industry is to be reduced in the future, utilisation of the molasses 
will have to be actively encouraged, as in other sugar producing 
countries such utilisation has led to incidental economies The 
Power Alcohol Committee appointed by the UP and Bihar 
Governments had made its recommendations in 1938, but the 
opposition from the Central Government and the vested petrol 
interests did not allow much progress in actual production of 
power alcohol The exigencies of the war, however, led to the 
passing of Power Alcohol Acts in U P, Bihar and Bombay The 
Grady Commission discussed this question and orders for six or 
seven plants were reported to be placed in August, 1942 A.t 
present, there are three major distilleries producing powoi 
alcohol in British India 

It would also appear that mill consumption of cane is the 
most economical method of utilising the cane and avoiding the 
wastage involved in gur manufacture The scope for economy 
is relatively greater in provinces like Bombay, Madras and 
Bengal, where the total consumption is far greater than the 
production. There is obviously a need for a well-planned re¬ 
organisation of the industry m order to ensure a reconstruction 
of the industry, which will enable the country to be supplied 
with sugar and gur in quantities considered necessary according 
to international standards of nutrition. There is also needed not 
only regulation of the cane crop but of sugar production for the 
purpose of preventing over-production of sugar by legislation 
or by agreement among the factories. 
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The Impenal Sugar Cane Station at Coimbatore, the Sugar 
Cane Sub-Station, Karnal, and the Agricultural Section, Imperial 
Agricultural Research Institute, Delhi, carry on sugar research 
work The work of the Imperial Institute of Sugar Technology 
at Cawnpore started m October, 1936, is to be noted; it advises 
sugar factories on improvements m working of plants, manufac¬ 
turing processes, technical control of manufacturing operations, 
etc besides giving training in sugar technology 

The war necessitated the institution of control bj Govern¬ 
ment over prices and distribution in April 1942 The aim of the 
control wag subsequently widened to mclude maximisation of 
production also A conti oiler of sugar was appointed who was 
made a controller of gur in addition Government also appoint¬ 
ed the Indian Control Sugar Cane Committee to help the indus¬ 
try in its attempts to reduce the cost of production The mam 
function of the committee is to improve and develop the grow¬ 
ing and marketing of sugarcane and the manufacture of 
products of sugarcane and other matters 

Today India is the largest producer of sugar (including gur) 
m the world The industry is the second laigest industry, next 
to the cotton textile industry, employing over 120,000 workers, 
m addition to 3,000 graduate*^ and technicians, and 20,000,000 
cultivators, with a capital investment of about Rs 32 crores 

The Cement Industry 

It was not till 1912 that we had the real beginnings of the 
cement industry m India, though the beginniiiP was made in 
1904 in a small factory in Madras Smee then, the industry has 
made phenomenal progress as mdicated by the following table — 

Year 1914 1916 1918 192S 1930 1935 1936-37 1937-38 

Production 

in tons 945 18,600 84 300 360.000 563 000 890 000 997 000 1,170,000 

After the collapse of the boom period in 1924, the infant 
industry was m a critical period due to internal and foreign 
competition, aggravated by production being in excess of de¬ 
mand The question of protection was referred to the Tariff 
Board in April, 1924, which made certain ‘conditional and halt¬ 
ing’ proposals The Government, however, declined to accept 
even these moderate proposals In order to save the industry, 
the Indian Cement Manufacturers’ Association was formed to 
restrict supplies and regulate prices, which was a great success 
The Cement Marketing Company was formed to regulate sales 
on a quota basis for the member companies 
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The foreign imports of cement in India were 150,000 tons in 
1914, which dwindled to 32,000 tons in 1937-38 The progress 
of the cement industry has been marked by the famous merger 
into one company, the Associated Cement Companies, Limited, 
(1936), of a number fo concerns In the boom of 1936-37, 
several new companies were floated, the biggest among them 
being the Dalmia Cement Co, Ltd, and this led to severe com¬ 
petition and over-production Recently, however, the ACC 
and Dalmia Group came to a mutual arrangement which has 
prevented further competition There is an immense possibi¬ 
lity of the development ot the industry m the future in view 
of the fact that there will be an increasing demand for cement 
m the country for road making, building, sanitary purposes, and 
m view of the exceedingly small per capita consumption of 
8 lbs, provided the development is properly planned 

The Paper Industry 

India possesses the necessary raw material and commands 
other favourable conditions for the development ot a successful 
paper industry Indian paper is made from wood pulp, rags and 
grass The grass used is either bhabar or sabai grass Sabai 
grass IS perennial, and grows in dry climate from Chota Nagpur 
to Nepal In recent years, bamboo has been increasingly used 
as a mateiial for paper making, opening up immense possibili¬ 
ties for the Indian paper industry There are extensive bamboo 
plantations m the Southern Presidency, m Kanara, in Bombay 
and in the forests in Assam and Orissa 

The hand-made paper industry is an ancient industry in 
India Paper production in earlier days had very little chance 
of standing the competition of foreign imports The first ma¬ 
chine made paper was manufactuied in 1867, when the Bally 
Mill was started on the banks of the Hooghly The Upper India 
Couper Mill (1879) at Lucknow, the Titaghar Mills 0882) in 
Bengal, the Deccan Paper Mills (1887) at Poona and others soon 
followed The war of 1914-18 gave a stimulus to paper manu¬ 
facture A new concern called the Naihati Mill was establish¬ 
ed by the Indian Paper Pulp Co Ltd, on the banks of the 
Hooghly in 1918 for the production of pulp and paper from 
bamboo Two more recent concerns are the Karnatak Paper 
Mills established in 1927 at Rajamundri for making paper from 
paddy straw and bamboo, and the Punjab Paper Mills Co, 1929, 
for making paper from bhabhar grass. When the Tariff Board 
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was appointed to consider the question of protection to the paper 
industry in 1931, there were nme mills in India 

The Bamboo Paper Industry (Protection) Act of 1925 gave 
protection to writing papers and certain classes of printing 
papei-s which was renewed and increased on the recommendation 
of the Tariff Board Enquiry ot 1931 As a consequence, tne 
paper and paper pulp industries have made good progress The 
Indian Paper Mills aie not able to produce newsprint which has 
to be imported from abroad to the tune of 45,000 tons pei year. 
The following table shows the growth ot the paper industry 
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It has beer estimated that the utilisation of bamboos for 
papei making will enable India to produce ten million tons of 
pulp per annum The cost of production of paper made from 
bamboo is lower than the cost of paper made from imported 
wooa pulp Paper mills aie springing up near centres of 
bamboo production, that is a Chittagong, Dalmianagar, and 
Rajamundri Newsprint or paper for newspapers is made with 
a high percentage of wood pulp and it is difficult to make wood 
pulp in India The paper mills round about Calcutta have to 
bring their sabai grass fro.m a distance ot 500 to 800 miles But 
these mills enjoy the aavar’ages of pioximity to a market and the 
presence of coal fields close by The prospects of utilising elec¬ 
trical energy have led to the starting of the Punjab Paper Mills 
at Saharanpur 

Even though our paper production has increased, we are 
still importing substantial quantities of packing and wiapping 
papei from abroad The value of these amounted to Rs 81 
lakhs m 1937-38 and Rs 67 lakhs in 1938-39 Similarly, paste 
board, mill board and card boara imports weie 31,700 tons 
valued at Rs 55 lakhs in 1937-38, whilst in 1938-39 the imports 
amounted to 27,050 tons valued at Rs 45 lakhs The mam item 
of imports has always been printing paper, which was 61,050 tons 
valued at Rs 139 lakhs m 1937-38 but declined m 1938-39 to 
46,100 tons The imports of wood pulp used by Indian paper 
mills were 13,850 tons valued at Rs 17 lakhs in 1938-39 An 
active forest research policy can easily make us independent of 



330 


OUR ECONOMIC PROBLEM 


foreign wood pulp supply, in view of our large forests and 
suitable climate for the growth of the required type of coniferous 
trees. 

The production of paper during the three years, 1936-39 
averaged 54,000 tons per year, whereas the imports averaged 
75,000 tons per year during the same period The impetus given 
by the war increased the annual production to over 100,000 tons 
per annum The recent shortage of coal has affected production 
which has been estimated at about 75,000 tons Our per capita 
consumption of paper is very small in comparison with the 
advanced countries But with increasing literacy and exten¬ 
sion of primary and secondary education, theie will be a greater 
demand for paper Thus, there is quite a bright future for the 
paper industry which can cater for an increasing internal 
market of 389 millions A properly planned paper industry can 
make India self-sufficient regarding her paper requirements 

The Match Industry 

After the establishment of British rule m India the conveni¬ 
ence and cheapness of the match stick in lighting fires and in 
smoking have led to its universal use, replacing the old methods 
It has been calculated that about seven match boxes are con¬ 
sumed annually perhead India imported over two crores worth 
of matches from Japan and Sweden in 1921 All the conditions 
necessary for the establishment of a match industry are present 
m India Taking advantage of the protection afforded to the 
industry, a gigantic Swedish combine which controls about 70 
per cent of the world’s demand has now established a number of 
factories in India and controls about 60 pei cent of the total 
production of matches in India The following figures show the 
growth of the industry — 

Year Gross Year Gross 

(millions) (millions) 

1935-36 21 15 1940-41 23 13 

1938- 39 2106 1941-42 16 52 

1939- 40 2197 

The indigenous match industry sought protection against 
the huge Swedish concern, but the Tariff Board of 1926 did not 
distinguish between the Swedish Trust and the Indian producers 
with the result that the formei being the biggest concern got 
the greatest benefit of the protection The Board’s proposals 
actually helped the foreign concern against which the Indian 
producers had sought help Today, the Swedish 'Trust has 
solidly established itself behind the tariff wall and has been able 
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to dominate the match industry in India The Western India 
Match Company is merely the Swedish company under a new 
name working as an Indian Public Limited Company, with a 
rupee capital Though it has two Indian directors, the capital 
and control are entirely foreign In ten years, about 25 to 30 
Indian factories had to be closed down, 17 of them being in 
Bengal alone, because of the competition from the Swedish 
Trust The following table speaks for itself —^ 


Year 

1935 

1936 

1937 


Output in cases 

Swedish 
50,860 
39,113 
58,778 


of 50 ^ross 
Percent Indian 

45 61,311 

50J 38,699 

67 28 888 


Percent 
55 
49 i 
33 


The Coal Industry 

The Coal mining industry of India goes back to the time 
of Warren Hastings The first licence to work coal mines was 
granted in 1774, but the venture failed The company had 
found it “cheaper to carry coal by sailing ships from England 
around the Cape than to mine and use Indian coal In 1814, 
mining was started at Ranigani The first Geological Survey oi 
coal fields was made in 1845-46 Detailed examination was ear¬ 
ned out in 1858 and 1860 There are about 50 collieries now in 
existence There has been rapid development since 1868 The 
coal mining industry in India is one of the basic industries It 
employed about 200,000 persons with an output of 28 million 
tons valued at Rs 10 64 ciores in 1938 India is the ninth 
among the coal producing countries of the world but her quota 
is only two per cent of the world total Impetus to the industry 
was given by the railways which consume one-third of the total 
output The Iron and Steel Industry consumes about 2^^ million 
tons per year Domestic consumption is estimated at about two 
million tons which is very low in comparison with the large 
population Attempts are made to popularise the use of soft 
coke as domestic fuel The following figures show the growth 
of the industry — 


Year 

Tons in thousands 

Year 

Tons in thousands 

1868 

500 

1920 

17,962 

1880 

1,019 

19,30 

23,803 

1890 

2,168 

1940 

25,056 

1900 

6,119 

1942 

29,000 

1910 

12,047 

1946 

26,000 


The industry by 1925 was in a critical stage, due to the 
railways—the principal consumers of coal—owning and working 
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their own collieries, due also to the precarious character of the 
export trade and the electrification ot the suburban railways in 
Bombay, as well as the increasing use of electricity and oil as 
power sources by cotton mills in Bombay The exports of coal 
had declined from 1,225,000 tons in 1920 to 216,000 tons in 1925 
In 1922 only 77,000 tons were exported The case for protection 
to the coal industry was referred to the Tariff Board in 1926 
which reported against a protective duty on imported coal 
The Legislative Assembly and the Minority Report had recom¬ 
mended a countervailing duty on tne bounty fed foreign coal 
which was a great handicap to the Indian mdustiy Govern¬ 
ment, however, rejected this proposal on the ground of possibi¬ 
lity of retaliation In recent years, theie has been considerable 
expansion in our exports which rose to 727,000 tns in 1929 but 
fell to 195,000 tons in 1936 Since 1937, there has been a lapid 
increase in exports and there is a decline m our imports This 
increase was, how ever, been ariested by the exigencies of the 
War The following table shows the exports and imports of 
coal in British India 

1938-39 1939-40 1940-41 1941-42 1942-43 1943-44 

(lit 000 tons) 

Exports 1,341 2,009 1,941 1 550 326 157 

Imports 44 18 5 1 12 4 5 4 1 4 

Sixty-two balance sheets of coal companies published from 
January to Novmeber, 1940, show a total profit of Rs 105 laklis 
against Rs 102 lakhs in 1939 and Rs 81 lakhs in 1938, but the 
wages paid to miners are “ridiculously low ” In 1929 and in 
1933, colliery owners made attempts to fix minimum prices and 
regulate marketing conditions by a restriction scheme but with¬ 
out success Recently some attention has been paid to the ques¬ 
tions of underground safety and conseivation ot coal resources 
A committee with Mr Burrows as chan man, repoited on safety 
and conservation of coal It recommended legal measures foi 
conservation of coal and the levying of a cess foi adopting sand- 
stowing The Minority Report lecommended the nationalisation 
of coal mines on the basis of compensation to the present 
owners The recommendations of the committee have been 
embodied in the Coal Mines Rescue Rules The Coal Mines 
Safety (Stowing) Act has come into force from May, 1939, and 
a Stowing Board was established in November, 1939, for the 
collection of cess on coal, for sand-stowing measures In the 
beginning, the colliery owners opposed the committee’s recom¬ 
mendations, but the recent increase in the export position has 
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diminshed their resistance The complete removal of women 
from underground work came into force only from July, 1939 
In 1943, m spite ot public protests, the Government of India 
allowed women to work underground, the reason given being 
that there was a shortage of labour Recently, however, the 
older rules prohibiting women from working underground are 
again enforced The shortage of coal to meet war requirements, 
in addition to the normal civilian needs led the Government 
to concentrate their attention on increased production and to 
the appointment of a Coal Commissioner for India The 
Colliery Control Order was promulgated in May, 1944, for the 
purpose of launching a comprehensive coal control scheme, re¬ 
garding output, price, transport and distribution Government 
also pi omulgated the Coal Mine Laboui Welfare Fund Ordi¬ 
nance in January, 1944 with the object of constituting a fund 
for promoting the welfare of coal mining labour To administer 
the fund a Coal Labour Advisory Committee including a lady 
mine worker has been appointed and it has recommended to the 
Government a cess of 4 annas per ton 

Thcie aie organisations (f coal produceis. one largely 
Euiopeun called the Indian Mining Association and the other 
lai geiy of Inoians called the Indian M ning Federation In 
19*20, 134 coal companies of the Aosociation produced two- 
thirds ol the total output, and even among these, 47 
per cent of its membeis produced 87 per cent of its coal In 
rerenl jeara, tne share ot the Indian owners has increased es¬ 
pecially after the depression The coal mining industry is one 
of the basic industries But it has been very inefficiently run 
undc’’ private ownership The Coal Mining Committee of 1937 
observed “In short, to use a spoitmg metaphoi, the coal trade 
in India has been rather like a race, in which profit has always 
come in ‘first,’ with safety a poor ‘second,’ sound methods ‘an 
also ran.’ and national welfare ‘a dead horse,’ entered perhaps, 
but never likely to start ” As against the pre-war profit of 
about 10-14 as per ton, the colliery owners reaped colossal profits 
ranging up to Rs 50-60 per ton The coal shortage is holding up 
industrial production, and the coal bottle-neck must be remedied, 
if we are to realise our dreams of rapid industrialisation The 
Indian Coal Field Committee which reported in 1946 felt the 
need of planned government control over the industry, and re¬ 
commended the acquisition of mineral rights by the State, with 
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a View to efficient organisation and increased production The 
owners were to be compensated at 10 times the present income 
from royalties (ii) A settled labour force was to be built up, 
and a National Coal Commission constituted under the Ministry 
of Fuel and Power for controlling the industry The Commis¬ 
sion discussed the question of nationalisation, and observed 
“It IS too late in the day to question the theoretical justification 
for state ownership and operation” such ownership and opera¬ 
tion, they said, may become essential at future date It was not 
in favour of immediate nationalisation, and desired acquisition 
of mineral rights in the first place “If situations detrimental 
to national interests,” they went on to observe, “cannot be re¬ 
medied by control, the state should intervene to acquire and 
operate the mines In this category would come unreasonable 
failure to stow for conservation and obdurate refusal to amal¬ 
gamate mines ” The commission was, obviously, not quite sure 
about controls being effective A key industry like coal, can¬ 
not be allowed to remain under private ownership, especially in 
view of its past lecord even during a period of national 
emergency 

The Leather Industry 

India, with one-third ot the total cattle population of the 
world, has the largest number of cattle, 125 million cattle and 
buffaloes, 46 million sheep and 58 million goats It is estimated 
that 20 million cattle and 5% million buffalo hides, 28 million goat 
and kid skins and 19 million sheep and lamb skins are produced 
annually These figures fluctuate, as 70 to 80 pei cent of hides 
are obtained from animals dying a natural death Still, India is 
a major supplier of hides and skins, both raw and half-tanned, 
in the world 

During the first war the tanning industry received considoi- 
able stimulus, the main cause being army orders The Muni¬ 
tions Board encouraged the production of various goods hitherto 
imported from abroad About 75 per cent of the Indian raw 
hides and 45 per cent of the goat and sheep skins are locally 
tanned, the rest being exported Germany was our prmcipal 
customer before 19914 After the war, the United Kingdom 
became the chief buyer, though we exported nearly one-third 
of our hides and skins to Contmental Europe The exports of 
raw and undressed hides and skms were valued at Rs 412 lakhs 
and half-tanned at Rs. 600 lakhs in 1930-40 Almost the whole 
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of the half-tanned leather was exported to the United Kingdom, 
which imports more than 50 per cent of our hides and skins 

The indigenous tanning industry, mostly a cottage mdustry, 
IS carried on by “chamars ” The modern tanning industry has 
been developed in Cawnpore, Agra, Calcutta and Madras In 
recent years there has been a great progress in chrome tanning, 
especially in Cawnpore, Calcutta and Madras 

The Indian Tariff Act of 1894 was amended in 1919 and an 
export duty of 15 per cent of hides and skins was levied, with a 
rebate of ten per cent on exports to Empire countries, to p^e^'ent 
the slump in the tanning industry, due to the fall m military 
demand The rebate was intended to divert the exports from 

Germany to Empire countries The Fiscal Commission con- 

sideied the duty objectionable and was of opinion that protec¬ 
tion, if at all, should be given through an import duty The 
duty was reduced to five per cent, this being solely for revenue 
purposes and the rebate was abolished m 1923 The Hides Cess 
Enquiry Committee in 1930 recommended one per cent 
ad valorem cess on the export of raw hides and skins to be used 
for the improvement of the tanning mdustry The five per cent 
duty on raw hides was abolished in 1934, and that on raw skins 

in 1935 In order to improve the trade, a reorganisation of 

hide grading has been proposed by the Agricultural Marketing 
Adviser to the Government of India 

The second world war has greatly stimulated the industiy 
and an order for army goods of Rs 100 lakhs was placed with 
the Indian Leather Industry by Government This order was 
being executed at the rate of 125,000 pairs of boots a month The 
industry has vast capacity for supplying increased demand A 
recent development in this country is the giowth of lamb and 
kid fur skins About 5,000 pieces were exported in 1928, and 
by 1936 exports exceeded two million skins With the large 
scope for the development of leather and tanning industries in 
India, we need not remain dependent on exports of hides and 
skins 

The Glass Industry 

Glass vessels and ornaments were manufactured in India 
in ancient times Pliny refers to ‘Indian glass’ of superior 
quality The first Indian references to glass are in the Maha- 
vansa, the chronicles of the Smhalese Kings (306 B C) when 
glass mirrors were carried in processions According to Sir 
Alfred Chatterton, glass was an established industry by the 
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16th century In the 17th century, enamelled glass was manu¬ 
factured in India and Belgaum, Mysore and U P had glass fac¬ 
tories in 17th and 18th centuries 

The industry is mostly a cottage industry, distributed ail 
over the country with chief centres in the Firozabad District of 
the UP and Belgaum District in the South, manufacturing 
cheap bangles from glass cakes or blocks, manufactured in larger 
factories It supplies one-third of our demand but is exposed to 
severe competition from Japanese ‘silk bangles ’ The modern 
factory industry is yet in its infancy, the first being that s+arted 
in Talegaon in Poona District, with the help of ‘Paisa Fund’ 
and run on non-commercial lines The impetus of the Swadeshi 
movement led to the establishment of a number of glass facto¬ 
ries on modem lints, but most of them failed, due to inadequate 
technical skill, ignorance about the qualities of raw materials 
and lack of proper choice regaiding sites, etc Yet, sixteen new 
factories were started between 1908-13, onlv half of which vere 
working at the outbreak of the war in 1914 With the encoui- 
agement given by the Munitions Board, during the war period, 
new factories were started, the estimated capital invested oemg 
about Rs 15 lakhs The duty on imported glass was mcrea.'-ed 
from 15 to 30 per cent between 1918 to 1932 and this led to the 
establishment of 22 new factories In October. 1931, the enquiry 
into the glass industry was referred to the Indian Tariff Board 
when there were 59 glass factories Its report on 1932 recom¬ 
mended protection for ten years and an increase in the dutv on 
foreign imports But these recommendations were not accepted 
by the Government of India who thought that the absence of 
Indian supplies of raw materials like soda ash was a great dis¬ 
advantage The question of piotection was deferred and a 
rebate of duty on imported soda ash was granted which gave 
some relief to the industry 

Today, there are more than 100 factories working in India 
and the second world war stimulated production in various lines 
like glass tubes, surgical and laboratory equipment The industry 
supplied many types of glass to the Defence Department of the 
Government The Glass Technological Section of the Benares 
University established on the recommendation of the Tariff 
Board lias helped the industry by its research work Recently, 
“windolite”—a new substitute for glass for building purposes 
—has Iieen developed by the glass industry in India with the 
help and technical guidance of Government 
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The value of imported glassware of all kinds was Rs 190 
lakhs before 1914, about Rs 253 lakhs m 1926-27 and Rs 165 
lakhs m 1931 This fell to Rs 125 lakhs in 1938-39 The total 
value of glass manufactures was estimated at about Rs 80 lakhs 
in 1914 The Tariff Board valued it at Rs 140 lakhs in 1931-32. 
Today, the industry supplies over 50 per cent of our annual re- 
quirem.ents valued at Rs 200 lakhs, as against about 25 per cent 
before 1914 

Another notable feature of the glass industry in recent times 
IS the increasing exports of glass and glassware to foreign coun¬ 
tries In 1939-40, exports were valued at Rs 1,69,000 as against 
Rs 46,000 in 1931-32 The following figures show the increase 


m exports — 
Year 

Exports of glass 

Yeai 

Exports of glass 

1933-34 

and glasswai e 

Rs 

45,892 

1938-39 

and glassw, are 
Rs 

115 220 

1936-37 

49,216 

1939-40 

169,491 

1937-38 

129,590 

1940-41 

583,775 


The recent developments in the chemical industry, and pos¬ 
sibilities of indigenous manufacture of soda ash, would remove 
the objection of the Government to grant protection Thus, the 
industry has a bright future 

The Chemical Industry 

The manufacture of chemicals is always regarded as a ‘kej'’ 
industiy not only from the point of view of defence, but also 
as an indispensable preliminary for the development of various 
other industries It is of vital significance to the industrial eco¬ 
nomy of the country Heavy chemicals are the basis without 
which the proper utilisation of our resources would not be pos¬ 
sible Industries like paper, soap, glass, textile, leather, me¬ 
tallurgy, drugs, ceramics, etc, depend on sodium compounds, 
lor the supply of which we have hitherto had to depend upon 
imports from abroad 

The first world war gave a stimulus to the manufacture of 
a number ol chemicals as foreign supplies were cut off India, 
however, is still mostly dependent upon foreign countries for 
these supplies She possesses vast resources, but these have not 
been developed due to severe foreign competition especially from 
British and German Chemical Combines. The value of imports 
of chemicals and chemical products was Rs 195 lakhs in 1913-14, 
Rs 1487 lakhs in 1927-28 and Rs 1072 lakhs in 1939. The im¬ 
ports of soda compounds was 2,086,000 cwts as compared with 
1,074,000 cwts in 1923-24 


22 
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The question of protection to the industry was referred to 
the Tariff Board in 1928-29 The Board recommended protec¬ 
tion in the form of specific duties, the claim being based upon 
the great national importance of the industry Government 
passed the Heavy Chemical Industry (Protection) Act in Octo¬ 
ber, 1931, after considerable delay, embodying some of the 
recommendations of the Tariff Board, giving protection for 
eighteen months only, except in the case of magnesium chloride 
where the protection was to last till March, 1939 When the 
Act expired in 1933, the protective duties automatically lapsed, 
and no further action was taken Due to the system of “pre¬ 
ference with protection,” the Imperial Chemicals, Ltd, a foreign 
concern, has been able to secure effective protection against their 
competitors abroad, very much as the Swedish trust gained at 
the cost of the Indian concern m the match industry, and has 
got a firm footing in our country 

The second world war saw a great filip to our chemical in¬ 
dustry by the cessation of foreign competition In heavy che¬ 
micals we are today producing about 65,000 tons of sulphuric 
acid, 12,000 tons of soda ash, 3,000 tons of caustic soda, and 10,000 
tons of super phosphates The production, however, falls far 
short of our requirements The development of a large number 
of industries is handicapped by the lack of a well-organised 
chemical industry The heavy chemical industry is today in its 
infancy. Its development ne^s a properly planned policy The 
pioneering undertakings m this mdustry have been hampered 
by “bad location, insufficient financial support, crude design of 
plants, want of support from large consumers including Central 
and Provincial Governments, military authorities. States, muni¬ 
cipalities, docks and ports authorities”* 

The development of a few heavy chemicals undertaken in 
a haphazard manner will not help us much It is desirable to 
aim at the development of an all-round chemical industry, even 
if we have to import some of the raw materials from abroad, m 
as much as “there is no country m the world that can claim to 
supply all the raw materials required for heavy chemicals with¬ 
in its own limits With our vast and varied mineral resources 
and the possibilities of cheap power supply, especially electrical 
power, we can look forward to a bright future for this vital key 
industry 

Grou7Numb“7p^47®*”“'“^ Industry.” by K H Vakil. In Indian Finance. Eastern 
= Ibid 
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CHAPTER XIX 
INDUSTRIAL LABOUR 

In the early days in India the cultivators in the villages 
often cultivated their lands with hired labour Part of this 
labour was supplied by a class of people who were more or less 
attached to the landlord, and worked in exchange for free land 
for cultivation Others were temporarily hired On the other 
hand, there was no demand for industrial labour in the villages 
Cottage industries and crafts were earned on by the hereditary 
artisans and craftsmen With the decline of handicrafts, the 
craftsmen fell back on the land It was not till the middle of 
the last century that labour in organised industry first came into 
vogue chiefly in connection with the Public Works Department, 
which undertook schemes for the construction of roads, rail¬ 
ways and public buildings A little later mines began to be 
developed and in the second half of the last century, the esta¬ 
blishment of plantations and factories attracted industrial wor¬ 
kers from different parts of the country Following the census 
returns we reproduce a table showing the total number of people 
dependent on industries from 1901-1931 — 

1901 1911 1921 1931 

No in millions 34 29 34 24 33 16 32 90 

It IS obvious from these figures that the population depen¬ 
dent upon industry diminished by 15 per cent in 1911 as com¬ 
pared with 1901 and by a further 3 2 per cent in 1921 as 
compared with 1911 In 1931, there was a further fail of 3 8 
per cent According to the census of 1921, the total number 
of workers in factories which employed 20 persons or more was 
2 6 millions In 1931, no general return was obtained from in¬ 
dustrial undertakings employing labour 

Plantation Labour 

The number of workers on all kinds of plantations was 
741,000 in 1911 and one million in 1921 In 1931, the census 
returns do not give us the total number of workers, in planta¬ 
tions The report on Industrial Labour in India, however, es¬ 
timates the number in 1931 at 1,900,000 including planters, 
managers, etc The three principal plantation industries are 
tea, coffee and rubber estates In 1935 there were 102,000 
workers on coffee plantations, 37,000 on rubber planta¬ 
tions and roughly 900,000 on tea plantations The Rege Com¬ 
mittee estimates the number of workers in 1944 at about 
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1,150,000, in tea plantations 1,000,000, in coffee plantations 111 COO 

and in rubber plantations 47,000 workers 

Factories 

The following table shows the growth of oiganised indus¬ 


tries — 



No of 

Average 


No of 

Average 

Year 

Factories 

Daily 

Year 

Factories 

Daily 


actually 

Number of 


actually 

Number of 


working 

operatives 


working 

operatix es 

1894 

815 

349,810 

1940 

10,900 

1,844,428 

1914 

2,936 

950,973 

1941 

11,868 

2,156,377 

1918 

3,436 

1,122,922 

1942 

12,527 

2,282,237 

1937 

8,930' 

1,675,869 

1943 

13,209 

2,437,246 

1938 

9,743 

1,737,755 

1944 

14,071 

2,520.251 

1939 

10,466 

1,751,137 





It may be pointed out that these figures are not strictly 
comparable, as the definition of factory was changed from time 
to time under different Factory Acts, and also because existing 
factories may have employed large numbers We also repro¬ 
duce below an analysis of workers employed in perennial facto¬ 
ries of different types - 

Number of Workers Emploved 
( 000 ) 

1939 1943' 1944 1945^ 

Textiles 817 1 002 991 1,011 

Engineering 148 254 265 270 

Minerals and Metals 55 93 91 125 5 

Food, drink & Tobacco 97 125 132 152 

Chemicals, Dyes, etc 56 83 89 99 7 

Paper and Printing 44 51 53 57 

Wood, Stone and Glass 52 90 96 101 

Gins and Presses 20 15 15 16 

Hides and Skins 13 i4 35 36 3 

Mines 

The following tables give us the number of mine workers 
in selected years — 


Mines Workeis O^ien 


Year 

subject 
to Mining 
Act 

under¬ 

ground 

w orkings 

Surface 

Total 

1901 

542 

70,129 

— 

34,531 

104,660 

1924 

1,804 

167,719 

— 

90,498 

258,217 

1926 

1,897 

118,232 

71,139 

70,742 

260,113 

1933 

1,424 

112,355 

41,587 

52.565 

206,507 

1936 

1,973 

130,724 

69,193 

69,676 

269,593 

1939 

1,864 

223,4860 

— 

81,858 

305,344 

1944 

— 

154,471 

94,866 

115,611 

364,948 


> The figures from 1937 are exclusive of Burma 
1 Indian Labour Gazette, February, 1944 
* Indian Labour Gazette, April 1946 
< Indian Labour Gazette, October 1946 


- Geneva Report on "Industrial Labour In India ” p 
been added from Indian Year Book Figure for 1944 a 
Report of the Chief Inspector of Mines in India 


50 Figures for 1939 have 
re taken from the Annual 


• This agure includes the numbers under open workings 
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It would appear that the relatively larger fall in the number 
of mines as compared with that of workers in 1933 was due to 
the closing down of the smallei and more unprofitable mines 
The following table shows the age and sex distribution of 
workers in mines —' 

MEN WOMEN CHILDREN 

Year Numbei Pei cent ol Numbei Percent ot Number Percent of 

total total total 


1901 

69,025 

65 9 

30,488 

29 2 

147 

49 

1924 

164 402 

63 7 

87 434 

33 8 

6 381 

2 5 

1926 

181,61b 

69 8 

78 497 

30 2 


— 

1933 

171,033 

82 8 

35,469 

17 2 

-- 

— 

193fa 

226,958 

84 2 

42,635 

118 

— 

—- 


The decline in the numbei of women working undeiground 
aa well as on surface was the result of legislation regulating 
mining labour in India Indian legislation now prohibits the 
employment of children entirely in the mines In 1944 the total 
number women employed was 61,055 and out of them 19,321 
women worked underground 

Communications 

According to the census of 1931, transport industries in¬ 
cluded postal, telegraph and telephone services, and the number 
of persons in British India occupied in such services was 
1,724,000 men and 110,000 women 


Railway Servants 


In 1931, the number of persons gainfully employed on rail¬ 
ways in British India was 464,000 The following table shows 
the grades of railways servants in 1935-36 —- 


Class 


Europeans Indians 


Gazetted Officers 
Subordinates drawing Rs 250 
or more per month 
Subordinates drawing less 
than Rs 250 


1,086 763 

1.227 6,863 

906 701,519 


Total 3,219 709,145 


Total No Percent of 
total 

1,849 0 24 

8,090 1 13 

702,425 98 63 

712,364 100 0 


The postal and telegraph services employed in 1931, 134,000 
men and the Irrigation Department employed 89,800 directly 
and 172,700 indirectly For 1944, the railway workers are estim¬ 
ated at 889,000, and the Poit Trust Labour in onncipal towns 
at 71,000 


‘ Geneva Report, ibtd , p S2 
nhtd, p 58 

’Upto 1924-25 railway serv 
Indians But wnce then Angli 
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Labour Supply—Agricultural Bias 

Looking to the large population dependent on the soil, land¬ 
less labourers who scarcely find employment for six months in 
the year, it might have been inferred that India would have an 
abundant supply of industrial labour whenever it was m de¬ 
mand But for a long time, and even as late as 1919, industry 
was faced with a shortage of labour which sometimes became 
acute, as during the plague of 1896, and the influenza epidemic 
of 1918 Today, there is no likelihood of any shortage of indus¬ 
trial labour The rapid growth of population, the development 
of communications and the improvement in the conditions of 
work are factors which will ensure steaay additions to the labour 
force in response to the growing needs of the industry 

The difficulties for recruitmg labour in the early days were 
keenly felt in industries like the Assam Tea Gardens and the coal 
mines of Bengal and Bihar A Labour Enquiry Commission 
appointed by the Government of India in 1896 was followed by a 
further enquiry in 1905 The latter reported that “proper steps 
had not been taken to obtain the ample supply that would other¬ 
wise have been readily obtainable”’ It was pointed out that 
the places where labour was engaged were not known to the 
workers and that there was lack of concerted action on the part 
of employers 

The method of obtaining labour for plantations is charact¬ 
erised by the employment of intermediaries Recruiting is done 
through men who receive from the planters loans free of interest 
from which advances are made to recruits, and expenses of 
travelling td the plantations are paid These advances are 
subsequently recovered during the period of employment The 
workers in the Assam tea gardens were first employed under 
long-term penal sanction contracts Subsequently this inden¬ 
ture system was abolished, and this was replaced by a system 
under which ‘sardars’, who had to be bona fide workers on the 
plantations recruited labour in their own villages The Tea 
Districts Emigrant Labour Act of 1932 enabled workers who did 
not require any material help for their journey to proceed freely 
to Assam 

Factories all over the country derive their labour supply in 
various ways Small centres generally recruit labourers from 
local sources except when special skill is required Larger 
centres usually recruit labour from surrounding districts The 
bulk of labourers for centres like Jamshedpur, Bombay and 

> Report on Labour in Bengal, 1906, pp 29 and 67 
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Calcutta IS drawn from distant regions The system of recruit¬ 
ing labour for factories also varies in different places Local 
workers, mostly unskilled, present themselves at the factory 
gates and are appointed on the spot The most common system 
of recruiting is through intermediaries both men and women 
called jobbers, mukadams, or maistries On this question the 
Royal Commission on Labour observe “When the shortage was 
acute the employer had to send into the highways and byways 
to obtain workers. Overseers, labour contractors and others 
stimulated thereto by promises of commissions journeyed to 
distant villages and brought back recruits to the nulls, paymg 
their fares and expenses to the city Such methods are still 
employed for many industries, particularly plantation, mining, 
etc, but now the great majority of managers of perennial 
factories need go no further than their own gate to obtain the 
workers they require—unfortunately the removal of the market 
for labour from the village to the factory gate has not generally 
meant the assumption by the employer of direct responsibility 
for the engagement of his own workers This duty is still left 
largely to intermediaries and especially to jobbers’’^ 

As the Royal Commission on Labour pointed out, industrial 
labour has always been recruited from agricultural areas, some¬ 
times from areas at long distances from factories The emi¬ 
grants from the rural areas to the factories, continued to regard 
the place from which they have come as their home The 
majority of the factory workers are at heart villagers They 
have had village upbringing, they have village traditions, and 
they retain some contact with villages Some workers may have 
a direct interest m agriculture, more have indirect interests as 
members of a joint family who have agricultural holdings “A 
larger number still have a home and members of their own 
family in the village” The Labour Commission pointed out 
that in most cases the workers have been born in the villages, 
that many of them leave their wives in the country, that generally 
their childhood is spent in the villages After industrial employ¬ 
ment has commenced, the worker returns to the village as often 
as he can, sometimes because he may assist in agricultural opera¬ 
tions in the busy seasons, sometimes because the strain of work 
in the city needs to be relieved by a holiday in the country 
Cause and Effects of Migration 

The main cause which compels the villagers to seek employ¬ 
ment in the town is the difficulty of finding an adequate liveh- 

> Report of the Royal Commission on Labour in India, pp 22-23 
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hood m the village There is a substantial class of landless 
labourers whose numbers are increasing, who are compelled to 
seek work in towns Moreover, there are always large areas 
where periodic failure of rains or floods make living precarious. 
The opening up of communications with towns facilitates migra¬ 
tion The village artisans and craftsmen find it increasingly 
difficult to stand the competition of factories, and an easy wav 
out of the difficulty is for these hand workers to seek employment 
in factories Finally, the desire to escape from social disabilities 
and caste bondage which are more rigid in the villages than in the 
industrial centres creates a growing flow of labour to the cities 
The social amenities of city life and the lure of freedom from 
caste bondage which cities offer attract men from the villages to 
the towns not only in the West but in the East as well 

The Labour Commission observe that industrial workers m 
India are not “pulled” so much as they are “pushed” to the city 
If they could secure sufficient food and clothing in the village, 
few of them would stick to industry Moreover, Indian life is 
community life, and the individualistic existence inseparable from 
city conditions is strange and unattractive to the villager When 
we turn from the causes to the effects of migration, these effects 
can be traced in many aspects of industrial life The health of 
the worker is subjected to severe strain With a change in cli¬ 
mate the worker has to face a change in diet Valuable elements 
of his diet have to be reduced in the town Sickness and disease 
are additional dangers City life brings new temptations to men 
who are married but most of whom live by themselves in the 
town Alcohol and gambling are additional temptations The 
worker used to spasmodic work with long intervals of leisure 
cannot readily reconcile himself to the continuous work and rigid 
discipline of a factory This leads to absenteeism and frequent 
changes from one job to another 

The constant change in laboui force, or labour turnover, car¬ 
ries with it serious disadvantages to the employer A loss of 
efficiency results from the continuous inflow of labour new to the 
factory and its machines It also involves an obstacle in the way 
of establishing contact between employer and employed 

On the other hand, the system of migration ensures to the 
worker a better standard of health, and the combination of urban 
and rural life brings a width of outlook which is apt to be lacking 
in a purely urban population The village provides a home and a 
lefuge in times of sickness, strikes, and unemployment as well as 
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old age Further, the industrial worker who assists the village 
by diminishing the pressure on the soil brings to it on his return 
a new education, he brings to the village his knowledge of the 
wider world, and a new conception of liberty and independence 
The Royal Commission on Labour observe “Our considered opi¬ 
nion IS that, in present circumstances, the link with the village is 
a distinct asset, and that the general aim should be, not to under¬ 
mine It, but to encourage it and as far as possible to regularise it.”’ 
This could be done by providing a certain number of holidays with 
a pay every year, a sort of privilege leave such as is common in 
the professions The Rege Committee (1946) takes i somewhat 
different view and maintains that the village nexus need not be 
encouraged, as most of the workers are landless labourers and 
have no stake in agriculture They might go to their villages for 
relaxation and rest for short periods The remedy the committee 
suggests IS the improvement of conditions in industrial towns, as 
regards work in factories, housing, wages and nutrition, and to 
provide measures of social security for the workers - 
Efficiency of Indian Labour 

The opinion is generally expressed that Indian industrial 
labour is less efficient than the labour of other countries Thus 
Sir H P Mody stated in his evidence before the Labour Com¬ 
mission, “In Japan a weaver minds four looms, and efficiency 
there is 95 per cent In China a weaver minds four looms, and 
efficiency there is 80 per cent In Bombay a weaver minds two 
looms and efficiency is 80 per cent Calculated on the basis of 
Japan and China a weaver in Bombay is paid 200 and 300 per 
cent more than a weaver in China and Japan ” Dr Gilbert 
Slater observes that the difference of output is due rather to the 
cheapness of the Indian worker as compared with the British 
worker than to any inefficiency in the Indian worker “In Lan¬ 
cashire it is worthwhile to put only one worker to four looms 
because you save three workers’ wages But in India the wages 
are so small that it is not worthwhile to save that amount at the 
expense of running the looms at a lower speed, and so the real 
difference between the efficiency of a Lancashire and a Madras 
operative is very much overstated ” On the other hand, we have 
Sir Thomas Holland bearing testimony to the superior efficiency 
of the Indian worker “With Indian labour you can tackle any 
industry for which the country is suitable I have seen labour¬ 
ers at Jamshedpur, who only a few years ago were in the jungles 

' Report, p 20 

* Report of the Labour Investigation Committee 1946 p 78 
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of the Santals without any education They are now handling 
red hot steel bars, turning out rails, wheels and angles of iron 
as efficiently as you can get it done by an English labourer/’’ 

It has to be remembered, however, that efficiency depends 
upon a complex of factors and totality of environment The 
environment of the workers and hfe in general differ from 
country to country resulting in differences of efficiency Quanti¬ 
tative measurements, or comparisons of efficiency, are apt to be 
misleading, but there is little doubt that the efficiency of indus¬ 
trial labour in India is low, as evidenced by its low earnings 

We need not add that the efficiency of labour, in all these pro¬ 
nouncements we have referred to, is judged by the criterion of 
maximum production, and on the assumption that the labourer 
is worth only what the employer can get out of him If the 
efficiency of labour is to be determined, on the other hand, not 
by the external measure of output or by the measure of some¬ 
body else’s profit, but by what labour under proper conditions 
may do towards the creation of a material and social environ¬ 
ment, favourable to the realisation of a good life for the members 
of society, our outlook on the comparative efficiency of Indian 
labour will radically change For as even the orthodox econo¬ 
mists have now come to realise, labour is not only an instrument 
of production, it has its own human and social worth, so that no 
economic progress is worth the name which does not raise the 
standard of comfort 

Efficiency and Envoronment: Working Conditions in Factories 

It is a truism that the efficiency of the worker depends 
among other things on the health and safety of the workers 
Health conditions include the sanitary conditions, in which the 
workers carrv on their work and the conditions in which they 
live The Factory Act of 1934 provides that the factories shall 
be kept clean and free from effusion arising from any dram, 
privy or other nuisance and also from impurities of gas, vapour, 
dust, excessive humidity and overcrowding It is also provided 
that the factory should have a suitable and sufficient supply of 
drinking water,* sufficient light and ventilation and a sanitary 

> The Grady Mission found that ' Indian workers earning 65 cents a day In 
poorly lighted factories were turning out excellent machine tools, that in the Fire¬ 
stone plant in Bombay Indian workers were turning out as much per man as in 
the Firestone plant in Detroit, and that productivity per man in the Tata Steel 
Works at Jamshedpur was a>< high as the productivity of American workers in 
similar mills in Pittsburg (Michael Straight "Make This the Last War." 1943. 
P 132) 

-Cf Rege Committee Report 'Most of the factories make some sort of provi¬ 
sion for drinking water, but the arrangements are neither umform nor always 
satisfactory” (p 158) “There is a great necessity for making statutory rules re 
garding storage and cleanliness of the water room and making the provision of cool 
water compulsory” (p 159) 



INDUSTRIAL LABOUR 


347 


and adequate latrine system The importance of controlling 
temperature in factories has long been realised In 1925, the 
Government of India proposed legislation requiring the adoption 
of measures for reducing the temperature But the legislation 
was postponed on account of the opposition of employers Since 
then, some factories have installed cooling plants for humidifica¬ 
tion, and also for the health and comfort of the workers The 
Act of 1934 granted power to the Local Governments to make 
rules prescribing standards for cooluig With regard to the 
control of dust in seasonal factories like cotton ginning factories, 
the Local Governments have refrained trom enforcing' the 
necessary rules for fear that the industries might be attracted to 
neighbouring Indian States Regarding dust m tea factories and 
rice mills, the Labour Commission recommended compulsory 
instalment of dust attracting machinery, and also that new fac¬ 
tories should not be allowed to be built without it Some pro¬ 
vinces have already made the necessary rules whilst others have 
postponed action ^ 

The International Labour Office Report on Industrial 
Labour in India observes that sanitary conditions are parti¬ 
cularly unsatisfactory in non-i egulated factories “There is for 
instance a marked absence of adequate sanitary arrangements 
In such industries as the manufacture of shellac which is carried 
on in unsatisfactory buildings with leaking roofs, earth floors 
and poor lighting and ventilation, there is an almost universal 
absence of washing and sanitary arrangements There is a 
similar lack of sanitary arrangements and drainage in tanneries, 
where there are pools of filthy water and the earthen floors are 
littered with evil smelling refuse 

Safety and Accidents 

The Factory Act of 1934 provides that every exposed part 
of a prime mover, every hoist or lift and every part of the 
machinery which the Local Government may prescribe must 
be adequately fenced The Act also requires provision of means 
of escape in case of fire, and for the protection from danger of 
persons employed in attending to the machinery in any factory 
In these matters inspectors can serve orders on the management 
specifying the measures to be taken to remedy defects 

> “In regard to working condition most of the employers rarely do more than 
what they are forced to do by laws and even this is evaded in several cases ” (Rege 
Committee Report, p 144) 

»P 189 After a decade the Rege Committee notice no improvement “The 
upkeep of latrines Is most unsatisfactory The} are neither white washed nor tarred 
m several Industrial concerns ” (p 158) 
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The need for imporvements in safety arrangements is most 
urgent in the case of seasonal factories Many of the buildings 
are structurally defective Moreover, in cotton ginning factories 
there is always danger to workers on account of the number of 
belts and pulleys connecting the mam line shaft, and the confined 
space in which the operator has to work 

Further the Act of 1934 gives power to make rules prohibit¬ 
ing or restricting the employment of women and children upon 
any operation in a factory that involves risk ot bodily injury, 
poisoning or disease 

Similarly, the Mines Act of 1923 empowers the Governor- 
General-in-Council to make regulations providing for the safety 
of mine workers, the means of entry to and exit from mines, the 
number of shafts, the fencing of shafts, pits and outlets, the set¬ 
ting and maintenance of pillars, the use of safety lamps, etc The 
Royal Commission on Labour found that the regulation of safety 
in mines was in advance of the regulation of conditions of labour, 
partly because the inspectors were occupied with safety measures 
under the Act of 1923 

Factory accidents in India include accidents of all kinds that 
occur to workers during hours of work, whether they are con¬ 
nected with the risk of employment or otherwise The following 
table shows the growth of accidents m India - 

Factory Accidents per 1,000 workers 



Fatal 

Serious 

Muior 

Total 

1892 

31 

318 

1,020 

3,367 

1,369 

1912 

122 

1,019 

4,508 

1939 

221 

5,837 

29,948 

36,106 

1943 

361 

10,016 

48,799 

59,176-‘ 

1945 

342 

11,006 

58,775 

70,123 


Statistics about the causes of accidents are not readily avail¬ 
able nor IS there a uniform method of collecting them in all the 
provinces The figures quoted reveal an increase of accident rate 
of nearly 450 per cent between 1892 and 1943, an increase prob¬ 
ably unprecedented in the history of capitalism The increase 
may be due to improvement in the methods of reporting accidents 
The speeding up of the workers has not been associated with 
corresponding proper training in the handling of complex 
machinery The employers may also have neglected their ele¬ 
mentary duty of installing proper safety devices But taking 
all things into account, as Dr Kuczynski observes, “the fact re- 

‘ Geneva Report, p 199 figures for 1939 are ftom Statistical Abstract for British 
India 1931-40 

■*The number of accidents has nearly doubted during the war period Indian 
Labour Gazette, December 1947 
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mams that no country in the whole world shows such a rapid 
increase of the number of accidents as India 

Hours of Work: Hours in Factories 

One of the worst features of factory work in every country 
has been the long hours of work India has been no exception 
In the cotton and gin presses even as late as 1908, a factory 
inspector observed that the usual day in gins was 14 to 15 
and sometimes 18 hours Mr R F Wadia, a manager of a gin 
press in the course of his evidence befoie the Bombay Factory 
Labour Commission of 1885 stated, “In ordinary seasons, that is, 
when work is not very pressing, the engine starts between 4 and 
Sam and stops at 7, 8 or 9 p m The hands work continuously 
all these hours and are relieved by one another for meals In busy 
season the gins and presses sometimes work both night and day 
with half an hour’s rest m the evening The same set continues 
working day and night lor about 8 days, and when it is impossible 
to go on longer, other sets of hands are procured from Bombay 
Both the men and women come to the factories at 3 am 
as they have no idea of the time I have 40 gins in one of my 
factories at Pachora, and I have only 40 women attending these 40 
gins I have only 8 spare women I never allow these off the 
gins I am not alone in this respect, it is the general system ’’ 
So also another witness Mr Drewett “The ginning season lasts 
about 8 months, about 5 of which the hands work Sam to 10 p m , 
and the remaining 3 months they work day and night The hands 
are mostly women The gms and presses never stop for meals, 
as a rule the hands take their meals at the gins and he has often 
seen them taking their food and supplying the gins at the same 
time He has often seen them supplying the gins thus mechanic¬ 
ally three parts asleep, and a child at the breast sucking one 
minute, and throwing cotton in the machine the next They go 
on working day and night until they are completely worked 
out 

The practice in earlier days was regulated by a contract sys¬ 
tem of employment The factory owner paid to a labour contractor 
so much per bale of cotton ginner for furnishing all the labour, 
except his mechanical staff The labour contractor had no con¬ 
cern for the work as a whole, and the factory owner none for the 
workers “The factory owner seeks the lowest possible labour 
cost, and some coolie driver provides whatever workers can be 

’ “A Short History ot Labour Conditions in Great Britain and the Empire.” 
London, 1942, p 130 

■< Quoted by Buchanan op cit, pp 304-305 
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mustered at the lowest possible wage and then drives them more 
cruelly than any tax farmer ever harried the poor 

In the cotton and jute factories long hours were common 
With the introduction of electric lighting winter hours were 
lengthened, a fifteen hour day was the usual practice In 1908, 
the agents of two mills reported that for seven out of the preced- 
mg ten years they had worked 15 hours per day for an average 
of 305 days per year 

The demand for shorter hours of work came from the 
workers themselves. The Factories Act of 1911 for the first time 
limited the working hours of men to 12 a day The Act of 1922 
further limited the hours to 60 a week and 11 a day in all 
factories The Act of 1934 maintained this regulation foi 
seasonal factories, but reduced the hours to 54 a week and 10 
a day in all perennial factories After the passing of the Act of 
1934, the number of hours in cotton mills in Bombay and other 
centres were reduced to 9 a day, and the mills generally work 
for 6 days in the week The Act of 1934 has now been amended 
reducing the maximum weekly and daily hours of work to 48 
and 9 respectively in the case of perennial factories and 50 and 
10 in the case of seasonal factories This has come into force 
from August, 1946 

The hours of work in jute mills are now regulated by the 
Indian Jute Mills Association within the limits laid down by law 
The practice is to limit the working to four or five days a week 
When the jute mills were subjected to restrictions regarding 
hours of work, they used the same devices that British cotton 
manufacturers employed a hundred years ago—namely, the 
multiple shift system which makes the control of working hours 
of an individual impossible Till 1931 the jute mills were divided 
into single shift and multiple shifts mills All the mills opened 
at 5-30 a m and closed at 7 p m In the single shift mills work 
was stopped for 2 V 2 hours at noon The multiple shift mills 
worked 13y2 hours continuously, on a system of overlap¬ 
ping multiple shift The Labour Commission found various 
objections to the multiple shift system Supervision was ex¬ 
tremely difficult and a number of workers shown in the registers 
had no existence in fact Non-existent workers were credited 
with pay which was divided between the clerk, jobbers and men 
who did extra work The proportion of such “dummies” was 
estimated at 7% to 10 per cent of the total This practice not 
only lengthened daily hours beyond the legal limit in the case 

I Quoted by Buchanan, op cit, p 306 
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of adult workers, but also m the case of children who were found 
to be working m hours a day in some mills The Royal Com¬ 
mission, therefore, recommended that the Provincial Govern¬ 
ments should have power to control the overlapping shift 
system ^ 

The following table shows for 1936 the numbers and percen¬ 
tages of perennial factories in which the men and women em¬ 
ployed worked 42 hours or less, more than 42 but not more than 
48 hours and more than 48 hours - 

Hours of Work in Perennial Factories in India, 1936 

Classes of Total No Factories m which nnimal weekly hours were 

workers of Cactoi les Not above 42 Apove 42 and not \bo\ e 48 

above 48 

Number Per- Number Per- Numbei Per¬ 
centage centage <.entage 

Men 551 309 5 6 1243 22 5 3,969 71 9 

Women 2,851 345 12 1 508 17 9 1,998 70 0 

We append a similar tabie for seasonai factories for 1936 
Classes of Total No Factories ir which normal weekly hours were 

workers of factories Not above 42 Above 42 and not Above 48 

above 54 

Number Per- Number Per- Number Per¬ 
centage centage centage 

Men 3,608 952 26 3 446 12 4 2,210 613 

Women 2,955 1,032 34 9 303 10 2 1,620 54 9 

Hours in Mines and Railways 

There was no restriction on hours of labour in mines by 
legislation till 1923 In that year a New Mines Act was passed 
limiting the weekly hours to 60 above ground and 54 under¬ 
ground There was no limitation of daily hours of work, and 
workers often lemained underground for 16 and 17 hours at a 
stretch An Act of 1928 provided that no mine shall remain 
open for more than 12 hours in any consecutive period of 24 
hours unless work was organised m shift not exceeding 12 hours 
Finally the Act of 1935, reduced weekly hours to 54 for work 
above ground and daily hours to 10 for work above ground and 
9 below ground 

As m the case of men, so in the case of women working in 
mines, there were no legal restrictions till 1923 when the 
maximum hours for surface work was fixed at 60 and under¬ 
ground work at 54 hours The Government issued regulations 
in March, 1929, to exclude by stages women from underground 
work and from October, 1937, the exclusion has become 
absolute * 

' Report, pp 48-51 

* Geneva Report p 218 

a Ibid , p 220 

* Recently, however, the Government of India have suspended the rule pro- 

lubiting employment of women undet ground, the reason given being an inadeauate 
supply of labour for coal mines ^ 
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The railway workers fall into two groups (a) Those em¬ 
ployed in workshops who are covered by the Factories Act and 
(b) those who are employed under the Railways Act In 1935-36, 
about 475,000 or 70 per cent came under the Railways Act The 
normal hours of work were 48 in a week of V/z days in 1930 
In the larger locomotive sheds a three shift system of 8 hours 
each was worked Mechanical staff worked 8 hours a day In 
the engineering department, the hours were 8 to 9, a day and 
from 48 to 58 a week At the large stations a three shift system 
was adopted At smaller stations where the work was intermit¬ 
tent hours were generally 9 to 12 With regard to running staff, 
a large number worked within the 60 hour limit but in some 
cases drivers, firemen and guards worked up to 80 hours a week 
or longer ’ 

The Railways Act of 1930 provides that railway servants 
may not be employed for more than 60 hours a week on an 
average in any month The Royal Commission on Labour 
recommended that the case of all the individual branches should 
be examined by the Railway Board with a view to determining 
to what extent the prevailing hours of work could be reduced 
Intervals and Days of Rest 

The Factories Act of 1911 provided that if children worked 
for more than hours half an hour’s rest was to be given after 
not more than 4 hours work The Act of 1934 permits children 
to work for only 5 hours a day For women, the Act of 1891 
provided a rest period of one hour and a half for every 11 hours 
of work This was found inconvenient as it was not long enough 
to allow women to go home and return and too long for the 
purposes of rest in the factory By the Act of 1911 the rest 
period was reduced to half an hour, the same as for men 

With regard to adult men, the Act of 1891 provided for stop¬ 
page ot work, for half an hour between 12 noon and 2pm The 
Act of 1911 made this stoppage compulsory at the end of every 6 
hours The Act of 1922 raised the duiation of the rest to one 
hour, which might be divided into two periods of half an hour 
each The Act of 1926 made it possible at the request of workers 
to limit the period to one half hour for persons employed for 
not more than 8% hours Under the Act of 1934, no adult 
worker may work (a) more than 6 hours without having one 
hour’s interval of rest or (b) more than 5 hours without half an 
hour’s interval of rest or (c) more than 8% hours without having 
an interval of rest of two half hours 

> Report of the Royal Commission of Labour, pp 156-57. 
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All workers whose conditions of work are regulated by laws 
enjoy a weekly day of rest. The Act of 1881 provided for 
weekly holidays for children The Act of 1891 provided that no 
woman should work more than 6 days continuously without a 
day of rest The Act of 1911 granted weekly holiday for all 
workers and the Act of 1922 added the proviso that no person 
should be employed for more than 10 consecutive days without 
a holiday for one whole day 

In the early days of the factoiy system, it was believed that 
the longer the hours of work, the greater the output The em¬ 
ployers were, therefore, alwavs anxious to piolong the working 
day Later, it was realised that on humamtarian as well as 
economic grounds a shorter working day would be justifiable. 
In most countries, an eight-hour day is considered the optimum 
limit In a country like ours with its hot climate, there is, on 
broad humanitarian grounds, a case for even a shorter working 
day, we note with pleasure that by an amendment of the 
Factories Act m 1946 the hours of work have been reduced to 
49 a week in perennial and 50 a week in seasonal factories, with 
pay for overtime at double the normal rates Moreover the 
investigations of the Labour Department of the Government of 
India earned out in 1945 revealed that already in the engineer¬ 
ing, iron ore and cotton ginning mdustiies, as well as in ports a 
48 hour week was already in force for about 947,000 workers' 

Social Insurance 

In a country like India where industrialism is in its infancy. 
It IS natural that no attempt should have been made hitherto to 
introduce any modern system of social insurance against such 
risks as unemployment, sickness, old age, widowhood, and 
orphanage In early days the joint family organisation afforded 
to the individual a social insurance scheme, giving him security 
against all such risks The transfer of economic responsibility 
from the joint family to the individual has brought insecurity 
with it, most of all to the workers who have scarcely any pro¬ 
perty of their own The Labour Commission did not consider 
unemployment insurance, feasible, under present conditions, in 
India With regard to sickness insurance, the Commission ob¬ 
served that methods should be explored that may lead to alle¬ 
viating hardships and recommended for examination, “a 
tentative scheme based on separate medical provision, possibly 
by Government, and financial benefits in the form of paid sick 

» P P Pillai, Labour in South East Asia, p 20 

23 
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leave given through employers on the basis of contributions by 
themselves and by the workers 

At present, therefore, social insuiance in India covers only 
workmen’s compensation, provident fund, maternity benefit 
schemes, and some private sickness assistance schemes Recently, 
however, the Government of India appointed Professor B P 
Adarkai to prepare a scheme of Sickness Insurance in certain 
industries - The report is now published It has a plan for 
sickness insurance, on a contribution basis, affecting only about 
1,200,000 workers employed in the three major groups of indus¬ 
tries,—textiles, engineering, minerals and metals But in these 
industries also the lactones with less than 500 workers have been 
excluded, on the grounds of difficulties m administration It may 
also be noted that the labour welfare schemes that are being pro¬ 
posed to-day are only in connection with the industrial proletariat 
who form a very minor section of all the working classes The 
mass of the ruial population is absolutely unprotected, and no 
steps have yet been taken to ameliorate their condition in any 
way 

We have no statistics to show the extent of unemployment in 
India Moreover, in a country where there is chronic under¬ 
employment of millions who are dependent for seasonal employ¬ 
ment on land, figures of unemployment would be misleading The 
present war has thrown this problem into the background, but it 
IS necessary to enunciate some kind of policy in this respect The 
pioblem of unemployment in India is fundamentally different 
from that of Western countries In our country, the seasonal un¬ 
employment in agriculture and “disguised’ unemployment are 
manifestations of a much more deeply rooted malady than the 
mere lack of adjustment between the supply of and demand for 
labour It is doubtful, if undei these circumstances, any measure 
short of a radical change in our economic organisation can help in 
the solution of this problem 

It may be added here that adequate social insurance has been 
1 egarded as the key stone of labour policy in advanced industrial 
countries of the West Such insurance is defended, firstly, on the 

‘ Report, pp 265-61 

-In nursuance of a lesolution adopted at a plenary session of the Laboiii 
Conference held at New Delhi, in September, 1943, the Government of India appoint¬ 
ed a Labour Investigation ( ommlttee consisting of Mr D V Rege, as Chairman, and 
Mr S R Deshpande, Dr A Mukht^r and Prof B P Adarkar as members, to collect 
data relating inter alia to wages and earnings employment, housing and social 
condilions of labour and in particular of industrial labour in India The Committee 
was also to collect information bearing upon various aspects of social security, to 
enable the planning committee to be set up subsequently to draw up a programme 
of social securitv for labour in India o 
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ground that an individual cannot be allowed to suffer for mishaps 
which may befall him for no fault of his own, but just because of 
the socio-economic envnonment in which he happens to work 
Secondly, there is also the fact that labour in the West is much 
better organised, and social insurance schemes are a concession 
by employers and the State to the workers in the interest of 
industrial peace In this country, the first argument cannot work, 
for we have not yet developed a high degree of civic conscious¬ 
ness The second contingency does not arise, as labour is weak 
and unorganised But, at a time when Sir William Beveridge’s 
Scheme for universal social insurance covering all conceivable 
risks is being actively canvassed in England, can we not put in a 
plea for the consideration of a similar scheme for our country in 
the interests of laboui, when economic reconstruction for India is 
so much talked about’ There are, undoubtedly, difficulties in the 
way A poorly paid Indian worker can hardly be expected to 
contribute to these insurance schemes, when his wage does not 
suffice even for a decent living Perhaps these difficulties may 
even necessitate planning on a moie radical scale for our country 
They can never justify an attitude of inaction or apathy 
Workmen’s Compensation 

The question of workmen’s compensation was raised as early 
as 1884, but it was only alter forty years that, due to the increas¬ 
ing rate of accidents and the pressure put upon Government, the 
Workmen’s Compensation Act was passed in 1923 It was 
amended several times in later years Under the Act the work¬ 
man IS entitled to compensation for any injury arising out of or 
in the course of his employment and for certain industrial 
diseases The enforcement of the Act is entrusted to the Pro¬ 
vincial Government The Act is administered by full-time special 
Commissioners in important centres The scale of payment is 
determined by the rates of wages ranging from Rs 10 per month 
or less to a maximum of R*! 200 or more In case of temporary 
disablement, compensation is paid at one-half of the monthly 
wages to a maximum of Hs -30 p m The maximum period for 
compensation for temporary disablement is five years In case of 
permanent disablement, compensation is payable in a lump sum 
varying from Rs 700 to Rs 5,600 according to wage rates In case 
of death, compensation is payable in a lump sum upto a maxi¬ 
mum of Rs 4,000 according to the variation of the wage rates 

In spite of improvements m the Act, it is ineffective so far as 
industrial diseases are concerned It is in practice only applied 
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to accidents But there has been a lack of adequate knowledge 
on the part of workmen regarding their legal rights in claiming 
compensation On this question, the Labour Commission observe. 
“There are still cases where compensation for fatal accident 
should be and is not claimed, and it is our opinion that, unless 
steps are taken to give some assistance to dependants in the mat¬ 
ter, it will be long before they arc able to take full advantage of 
the Act In many cases, they live hundreds of miles from the 
industrial areas, and they communicate only at long intervals 
with the workmen whoso dependants they are On occasions 
they must be ignorant of his whereabouts and they may not hear 
of his death until some time has elapsed 
Provident Funds 

Provident funds exist in India but they are found operating 
only in undertakings directly or indirectly managed by Govern¬ 
ments or municipalities The railways and some large-scale 
private undertakings like the Tata Iron and Steel Company ex¬ 
tended the benefits of the scheme to all employees drawing a 
monthly salary of Rs 15 oi more Every member pays l/12th or 
l/24th of his annual earnings and the company contributes an 
equal amount 
Maternity Benefits 

The importance of maternity benefit legislation was first 
lecognised in India after the adoption of a draft convention by 
the International Labour Conference in 1919 A private bill was 
rejected in 1924 by Government The Labour Commission recom¬ 
mended that legislation should be undertaken throughout India, 
that it should apply to women in non-seasonal factories, that the 
entire cost of benefit should be borne by the employers, that 
maximum benefit period should be four weeks before and four 
weeks after child birth, and that the administration should be 
entrusted as far as possible to women factory inspectors The 
first Act in this behalf was passed in 1929 known as the Bombay 
Maternity Benefit Act A similar Act was subsequently passed 
by the C P and Berar in 1931, by Madras in 1935, by U P. m 1938, 
by the Punjab in 1943, and by Assam in February, 1944 The 
Central Legislative Assembly passed the Mines Maternity Benefit 
Act in 1941 

The amount of benefit in the Madras Presidency and m the 
cities of Bombay, Ahmedabad and Karachi is 8 annas per day, 
while in the rest of the Bombay Presidency and in the Central 

’ Report, p 311 
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Provinces the benefit is at the average rate of the women’s daily 
earnings, calculated on the wages of three months preceding the 
day on which she is entitled to receive the benefit, or at the rate 
of 8 annas a day whichever is less In U P and Bengal the benefit 
IS the same, but whichever is the greater amount is to be paid. 
In the Pun]ab the benefit is at the rate of 12as a day, or at the 
late of the woman’s average daily earnings, whichever is greater 
The benefit in Assam plantations is at the rate of Re 1 per week, 
with a maximum payment of Rs 14 In other employments in 
Assam it is at Rs 2 per week, or average weekly wage, which is 
greater The qualifying period of employment entitling a woman 
to maternity benefit varies from 6 to 9 months in different pro¬ 
vinces, except Assam where it is the lowest—150 days The 
maximum period of benefit is 8 weeks m all the Provinces, ex¬ 
cept in Madras and the Punjab, where it is 7 weeks and 60 days 
respectively 
Housing Conditions 

The housing conditions of the majority of factory workers 
have been rightly characterised as deplorable The Census Re¬ 
port of 1931 states that the housing conditions in the city of Bom¬ 
bay, the most industrialised centre in India, are a disgrace to any 
civilised community Most of the organised industries have grown 
up in or near large towns “ Limitations of space and high land 
values are responsible for much of the congestion in the large 
cities Probably the most important has been the lack of 
control over the selection of sites intended for industrial deve¬ 
lopment and the consequent additional overcrowding, caused by 
the presence of large numbers of immigrant workers seeking ac¬ 
commodation in the heart of towns already suffering from a 
shortage of houses ” ^ 

i The housing accommodation m organised industries may be 
supplied by employers or by public bodies, by trade unions or, 
what is the most common practice, by private landlords Plant¬ 
ation workers and factory workers to a limited extent are housed 
by employers A number of cotton mills in Bombay and Ahmed- 
abad supply housing to their workers So also do the jute mills 
in Calcutta The Tata Iron and Steel Company have built over 
6,000 houses for their employees In Madras, 226 factories had 
provided housing accommodation for their workers by 1936. The 
railways provide quarters for a large number of railway servants 
The provision of accommodation by public and semi-public 
bodies has been carried out on a large scale in Bombay city 

’ Repoi t of tile Royal Cominisiion on I about in Imlia p 170 
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The houses thus provided are either built in rows, or they 
are clusters of small dwellings on plantations and near mines or 
chawls in cities consisting of two or thiee storey buildings The 
railways till lately discriminated between Europeans and Anglo- 
Indians on the one hand and Indians on the other More recently, 
there has been a change in policy, quarters being allotted accord¬ 
ing to grade and pay The housing scheme of the Tata Iron and 
Steel Company provided for construction of houses in groups of 
SIX, the number of families being restricted to 12 per acre, and 
each group accommodating members of the same caste or people 
coming from the same pait of the country The total cost of the 
scheme upto March, 1937, was about 11,000,000 ' The housing 
scheme of the Ahmedabad Labour Union provides for 64 dwell¬ 
ings on the banks of the Sabaimati, each dwelling consisting of 
two rooms, a kitchen, a front verandah and a yard at the back 
The dwelling may be acquiied by the occupiers on hire-purchase 
system - 

House Rent and Sanitation 

Industries like the plantations and mines supply free accom¬ 
modation to workers The Tata Iron and Steel Company charges 
rent at four per cent of the capital outlay The railways grant 
free quarters or house rent allowances The following table 
shows monthly rents paid by workeis in Sholapur, Ahmedabad 
and Bombay — 


Sholapur (1935) Ahmedabad (1936) Bombay (1993) 


Monthly 

No ot 

Pei centage No. ol 

Percentage No. of 

Percentage 

rent 

lamilies 

of total 

families 

of total 

lamilies of total 

Below Rs 2 

304 

33 70 

48 

5 51 

13 

091 

Rs 2 — 3 

280 

31 04 

76 

8 72 

26 

182 

3 — 4 

218 

24 17 

160 

18 35 

96 

6 70 

4—5 

7t> 

8 43 

223 

25 57 

207 

14 45 

5 — 6 

10 

1 11 

191 

21 90 

434 

30 31 

6 — 7 

11 

122 

82 

9 40 

117 

8 17 

7 — 8 

2 

0 22 

29 

3 33 

271 

18 92 

8 — 9 

1 

0 11 

28 

3 21 

131 

9 15 

9 and ovei 

— 

— 

35 

4 01 

137 

9 57 

Total 

903 

100 00 

873 

100 00 

1,433 

100.00 


The quarters provided by railways have adequate sanitary 
arrangements But as regards the dwellings of workers in indus¬ 
trial towns, the houses are built without plan, close to one another 
with no provision for light and air In Cawnpore, for example, 
82 5 per cent of the dwellings enquired into have no windows. 

As regards water, in Cawnpore out of 729 families, 31 3 per 

»Tata Iron and Steel Works—Report on Conditions affecting Labourers in? 

■* Labour Gazette Kebniary 1»33 «*<=*■>. 

“Report p 271 
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cent used municipal hydrants, 52 7 per cent the common wells, 
and 16 per cent used private taps provided by landlords In Bom¬ 
bay, one tap was provided for less than 8 tenements in 56 per 
cent of the cases, for 9 to 15 tenements in 33 per cent of the cases, 
and for over 15 tenements in 11 per cent of the cases The state 
of affairs was found to be much worse among workers lodging 
in old buildings The Royal Commission observe “ Neglect of 
sanitation is often evidenced by heaps of rotting garbage and 
pools of sewage, while the absence of latrine enhances the gen¬ 
eral pollution of air and soil 

Lack of sanitation is not the onl 3 hardship from which the 
labourers have to suffer in industrial centres The effects on 
health arising from insanitary conditions ai e aggi avated by over- 
ciowding “ If the present day industrial worker m India is phy¬ 
sically inefficient and unhealthy, the intolerable housing condi¬ 
tions are in no mean degree responsible for it The ovoi 
crowding of people in dark, ill-ventilated quarters m industrial¬ 
ised cities is also an important contributory cause of infant mort¬ 
ality and tuberculosis ” (Rege Committee’s Report p 296) In 
Bombay, the proportion of families living in single rooms was 97 
per cent in 1921 and 89 per cent in 1930 According to the Rent 
Enquiry Committee, Bombay, the total number of persons living 
in rooms, each occupied by 6 to 9 is 256,379 , each occupied by 
10 to 19 persons is 80,113, and each occupied by 20 persons and 
over IS 15,490 Every third person in the city lives in such fright¬ 
fully overcrowded conditions It was 73 per cent in Ahmedabad 
in 1926 and 72 per cent in Cawnpore, and 60 per cent in Nagpur 
and Jubbulpore in 1930 The average number of persons per 
tenement was 4 6 in Sholapur, 3 87 in Ahmedabad and 3 88 in 
Bombay - The report on Industrial Labour points out that one 
of the causes of overcrowding is sub-letting The workers resent 
paying rent in some cases as they have not been used to pay rent 
m their villages They, therefore, raise the amount by sub-letting 
In other cases the workers are not in a position to pay rent with¬ 
out taking lodgers We are told that m Bombay about 20 per cent 
rented space in their lodgings to other persons varying in num¬ 
ber from 1 to 12 ‘ 

An obvious result of overcrowding is the high rate of infant 
mortality It is illustrated by the table which we owe to the 
Geneva report —* 

1 Geneva Report, p 304 
s Labour Gazette, May. 1931 
»Geneva Report, p 307 
* thill p 308 
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Infant mortality in relation to the number of rooms occupied 
in Bombay. 1926-1927 
Births Deaths 

Infant mortality 

Numbei of Percen- Percen- per 1000 births 

rooms Numbei tage Numbei tage Registered 

1926 1927 

1 room and under 11,615 53 6 5,688 83 0 577 490 

2 rooms 1,736 8 0 352 5 1 254 203 

3 rooms 392 18 87 1 3 215 222 

4 or more rooms 174 0 8 34 0 5 163 195 

Hospitals 7,764 35 8 680 9 9 107 88 

Homeless and not 

lecorded 4 — 16 0 2 — — 

Total 21.685 100 0 6.857 100 0 389 316 

Still more alarming is the situation evidenced by the follow¬ 
ing table — ^ 

Infantile Mortality in Bombay per 1000 births 1933-34 
among working class 

1 room and undei 524 0 3 looms 255 4 

394 5 4 rooms and over 246 5 

The Labour Commission observe in connection with housing 
that the mam responsibility lor housing policy lies with Govern¬ 
ment and the local bodies, that even the most prosperous indus¬ 
tries cannot house all their workers without active assistance 
from Government and municipal authorities They recommend 

(1) that the Land Acquisition Act should be amended to enable 
industrial concerns to acquire land for the housing of workers, 

(2) that Provincial Governments should make a survey of urban 
and industrial areas with a view to ascertain the needs for hous¬ 
ing , (3) that minimum standards with regard to cubic space, 
ventilation, lighting, water supply, drainage be laid by Govern¬ 
ment , (4) that statutory obligation be imposed on Improvement 
Trusts for provision of working class houses , (5) that co-opera¬ 
tive building societies should be encouraged , (6) that laws re¬ 
lating to health and sanitation should be rigorously enforced by 
municipalities - 

When we look to housing conditions for the workers in big 
cities, we cannot help reflecting upon the slow rate of improve¬ 
ment in this connection Taking Bombay city for the purpose of 
illustration, one is tempted to observe that very little progress 
has been achieved between 1917 and our own days. The Indus¬ 
's V Parulekar, Indian Worker's Delegate at the International Labour Con¬ 
ference, Geneva, July, 1938 

■‘Report, pp 285 et sea "The last decade has witnessed no appreciable change 
for the better in the method of housing in the various centres of the cotton textile 
industry m the Province " (Report of the Bombay Textile Labour Inquiry Com¬ 
mittee, Vol II, p 268) The Rege Committee after a survey of labour conditions 
throughout tl>e country conclude that this observation of the Bombay Textile inquiry 
Committee is no less true of present conditions throughout the country 
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trial Commission referred to the three and four storied chawls 
with single rooms, pitch dark, the water arrangements insuffi¬ 
cient and latrine accommodation bad Since then, the Improve¬ 
ment Trust has built Development Chawls to accommodate 
50,000 workers These were supposed to be model structures They 
are barracks with one room tenements, the kitchen crowded into 
living rooms The windows are in concrete so that they could not 
be opened to let in fresh air and light, and covered over in the 
rainy season so as to shut out altogether such fiesh air as the 
opening might permit There is not the slightest attempt at 
providing a garden or a terraced roof tor recreation They are 
veritable dens of pestilence and epidemics 

In Calcutta conditions are not any better “ Inside the aiea 
enclosed by Circular Road and the River Hooghly, Calcutta con¬ 
tains no less than 22 blocks of residential property without any 
street system, and served internally only by tortuous lanes, pas¬ 
sages and fragmentary lengths of narrow streets ” Describing the 
Basti or hut system m Machu Bazar and Bow Bazar, Dr Muker- 
jee observes, “The typical unit ot the quarter consists of a cen¬ 
tral courtyard, some 15 feet by 10 feet, surrounded on all sides 
by thatched huts made of mud Each room gives shelter to some 
4 or 5 people, men, women and children, there being one bed for 
the whole family, one tap and one closet for the whole colony.” 
“The average size of these dens is 9 feet by 6 feet by 5 feet in each 
of which a family of 4 to 5 people live, store things and cook then 
food The tragedy of life occurs when a woman is confined or a 
man falls sick in one of the veritable hells ” ^ No more telling 
testimony as to housing conditions in Calcutta can be offered than 
the admission of R G Casey, the Governor of Bengal, who on 
visiting the Basti area of Calcutta on the 1st December 1944 ob¬ 
served “ I have seen something of the way in which hundreds 
of thousands ot the citizens of Calcutta are obliged to live I have 
been horrified by what I have seen Human beings cannot allow 
other human beings to continue to exist under these condition ” - 
And yet these conditions, were allowed to exist for a hundred 
years by a civilised Government that claimed to be the trustee of 
the welfare of the millions of India 

Conditions in Jute mill towns and Bengal coal fields are not 
any better Although there is no dearth of open space and land 
is cheap, the sudden growth of mill towns has led to serious 
overcrowding and insanitary conditions in places like Titaghur, 

’ “Comparative Economics," Vol II p 286 

- "Bombay Chronicle," 2nd December 1944 
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Kharagpur, Naihati and Serampur “ Inspite of the abundance of 
land in jute towns, single room houses meant for four adults are 
sometimes occupied by 11 to 16 adults ” ^ The employers of the 
jute mills generally provide lines or blocks of back to back rooms, 
8 feet by 8 feet for the lesidence of some of their workers. A 
small door and a small window opening on the verandah consti¬ 
tute the ventilation of the rooms On account of the scarcity of 
even such rooms, 8 to 12 and sometimes even 15 souls live in a 
single room 

Thus the workers in India are “ housed like animals, without 
light and air and water” As Dr Kuczynski observes “On the 
whole, the working conditions in Indian factories, mines, rail¬ 
ways and plantations are just as barbarous as the living condi¬ 
tions They are far worse than in any European country, far 
worse than in any Dominion, with the exception of conditions 
among natives in South Africa, they are worse probably than 
in any South and Central American State ” - 
Conclusion 

Industrialism is advancing rapidly in the country Its pro¬ 
gress IS apt to be measured in terms of wages and profits, but the 
vast human material w'hich is so ruthlessly affected scarcely com¬ 
mands attention Deep in the background of these slums, the 
flames are spreading We need no labour leaders or Bolshevik 
teaching from outside to fan these flan»es into a rebellious con¬ 
flagration Will a National Government see more clearly, where 
interested capitalists eager for dividends have tailed to observe 
the need for action so that by social conliol and legislative action 
the industiies which are responsible for the collection of huge 
aggregates in narrow areas may realise their social respon¬ 
sibilities'^ The need for providing decent homes to the workers 
and their families must be regarded as a first charge on the 
industry, which it has to bear even as a part of its costs ‘ Other¬ 
wise, the conflagration may spread and where there are slowly 
rumbling forces underground there may be violent upheavals 
involving needless destruction 

If we probe deep into the social unrest and economic ailments 
of our industrial civilisation, which rests on a basis of capitalism, 
we shall find at the root of the malady the sense of insecurity, 
the uncertainty of finding employment from day to day which is 

ID F Curjel, "Womens Labour in Bengal Industries,” quoted by Gupta in 
‘Labour and Housing in India,” p 81 

=!Op cit p 141 

’The overcrowded tenements make no proper provision for the separation of 
the sexes which according to accepted civilised standards is essential to decency 
Re»p f oni Rep p 297 
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the inevitable accompaniment of production for profit The social 
insurance schemes of our times can be called the antitoxins which 
the body corporate produces to fight against a disease i^hich its 
own economic organisation involves Such schemes may be re¬ 
garded as the methods by which a capitalist society tries to en¬ 
sure its continuance, and finds renewed strength against the 
growing menace of a socialist or communist order As for India 
with its untold number of labouiers on land, its artisans and 
hand-workers and its two million of factory workers, any com¬ 
prehensive scheme of social insurance based on conventional 
Western lines would be beyond the dreams of the wildest imagin¬ 
ation But even assuming that such schemes were financially 
practicable, we have to keep in mind the obstacles that have to 
be oveicome including the immensity of the population, its phe¬ 
nomenal poverty, the lack of reliable data, the primitive charac¬ 
ter of sanitary measures, and the absence of an effective public 
opinion, conscious of the claims to a full human life Do not all 
these considerations inevitably suggest the need lor a radical 
transformation of the economic order ’ 

CHAPTER XX 

INDUSTRIAL WAGES AND STANDARD OF LIVING 

The problem of wages in organised industries in India needs 
to be studied in view of the conditions in the villages from which 
the labour is drawn Industrial wages and agricultural wages in 
India are closely related More so, when we remember that even 
to-day there is a constant movement back and forth between farm 
and factory Incomes in the villages are proverbially low Al¬ 
though, therefore, industrial wages have been generally higher 
than earnings in agriculture or of labour on farms, the level of 
such wages is large influenced by the poverty of the villages 

It was not till 1875 that the first attempt at collecting wage 
statistics was made by Government It w'ould appear that both 
agricultural and industrial wages remained fairly steady between 
1873 and 1891 Information collected by the Bombay Government 
in 1892 showed that mill wages had lemained at about the same 
level since 1860 

The Labour Commission of 1908 observed that the wages of 
textile factory operatives were considerably higher than those 
earned by the same class of men in other employments At the 
time of their enquiry, monthly wages in the cotton textile mills 
varied within the following limits — * 

1 Pill If op cif 15 242 
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Half timers Rs 2^ to Rs 4^ 

Hands m the cart 
frame depts Rs 7 to Rs 18 

Male piecers Rs 10 to Rs 16 

Women (reeling 
and winding) Rs 5 to Rs 12 


Boys between 14 

and 17 Rs 5 to Rs. 13 

Head spinners 
male Rs 25 to Rs 35 

One loom 

weavers Rs 10 to Rs 15 

Two loom 

weavers Rs 18 to Rs 35 


The following table shows weekly wages in a Calcutta jute 
null between 1896 and 1927 —' 


Average Wages (in rupees) m a Jute Mill in Bengal 


January of 

Carding 

Rovers 

Spinneis Shilters 

Winders Weavers 

1896 

1 37 

2 19 

2 50 0 87 

2 50 

4 75 

1900 

1 44 

2 25 

3 00 1 00 

3 00 

5 25 

1904 

1 47 

2 37 

3 25 1 12 

3 25 

5 37 

1908 

1 50 

2 75 

3 50 1 25 

3 50 

5 50 

1920 

2 75 

54 

4 33 2 00 

5 88 

8 75 

1927 

2 87 

4 37 

4 50 2 19 

5 10 

7 50 

Datta’s 

enquiry 

into the Rise of Prices in 

India 

using the 

average age of the years 1890-94 as 100 shows the following ad¬ 
vance in the wages of cotton industry — 

1890-1894 

1895 

1900 

1905 

1910 

1912 

100 

102 

112 

121 

134 

141 


Though cotton mill wages advanced less rapidly than other 
wages and prices before 1914, they more than made up the differ¬ 
ence during the war and the post-war periods The wages in 
Bombay did not differ much from those in Ahmedabad, but they 
were higher than those in Sholapur, Baroda State and other cen¬ 
tres The attempt of Bombay employers to reduce wages by 11 
per cent led to a disastrous strike in 1925 The following table 
shows the wage rates in different centres in the Bombay Presi¬ 
dency —- 

Average Monthly Earnings per Head in Cotton Mills 


Place Class of Labour May 1914 May 1921 August 1923 




Rs 

as 1 

ps 

Rs 

as 

ps 

Rs 

as 

ps 

Bombay City 

Men 

18 

6 

8 

34 

15 

2 

35 

10 

7 


Women 

10 

0 

10 

17 

6 

6 

17 

5 

6 

Ahmedabad 

Men 

15 

7 

1 

34 

2 

11 

33 

0 

9 


Women 

9 

15 

11 

19 

9 

4 

18 

2 

7 

Sholapur 

Men 

14 

3 

11 

25 

13 

0 

22 

3 

10 


Women 

5 

13 

11 

10 15 

9 

8 

9 

7 

Bombay Presidency 

Men 

17 

0 

8 

33 

6 

10 

33 

1 

10 


Women 

9 

0 

1 

16 

9 

1 

16 

3 

10 


Between 1860 and 1895, there was very little advance in the 
rate of wages Between 1895 and 1914, wages rose with the rise 

> Buchanan, op cit 320 
•Buchanan op cit p 331 
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in prices From 1914 to 1930, there has been a rapid advance, the 
peak having been reached in 1920 

At the beginning of the year 1933, the wage position in Bom¬ 
bay was more or less the same as in the year 1926, when the 
workers were in receipt of wages which were made up of basic 
rates of pay, plus a dearness food allowance If the average daily 
earnings of all adult workers in all cotton mills in Bombay City 
in October 1934, are compared with those m the 19 mills selected 
for the 1926 enquiry, it is found that the general reduction in 
wages as between July 1926 and October 1934, was one of 16 per 
cent In Ahmedabad, mill wages were 5 and 6 per cent higher 
than in 1926, because of the increase granted in 1930 In Sholapur, 
according to the General Wages Census of 1934 the earnings of 
cotton mill workers in all occupations were less by 20 5 per cent 
as compared to July, 1926 

It may be noted that the average Index Number of Whole¬ 
sale Prices of all commodities m Bombay and Calcutta were 98 
and 87 in 1933 and 95 and 89 m 1934 respectively 

We reproduce below the following table showing the aver¬ 
age earnings of factory workers m different industry groups in 
British India 


Woikeis Aveiage annual Peicentage 


Industry 

in thousands earning in 

1939 

Rupees inci case m 1944 
ovei 1939 

1944 

Textiles 

1,016 

293 5 

633 6 

115 1 

Engineeung 

265 

263 5 

589 8 

86 5 

Minerals and metals 

95 

457 2 

573 5 

23 8 

Chemicals and dyes 

86 

244 8 

484 6 

97 1 

Ordnance factories 

169 

361 9 

546 8 

51 0 

Mints 

8 

397 4 

695 2 

89 2 

Miscellaneous 

59 

281 2 

513 8 

81 4 


Giving this table in “ Labour in South East Asia ” Mr P P 
Pillai observes “ Even these spectacular increases in the earn¬ 
ings of factory workers have not compensated them adequately 
for the steady increase in the cost of living As against an increase 
of about 104 per cent in the earnings of factory workers between 
1939 and 1944, the working class cost of living index in December 
1944 (base August, 1939 = 100) was as high as 225 m Bombay, 289 
m Ahmedabad, 297 m Cawnpore, 254 in Nagpur, 271 m Lahore 
and 213 in Madras ” 

Wages in Mines and Railways 

Mining wages like wages on tea estates have been low, dif¬ 
fering slightly from the wages of unskilled workers Daily wages 
m two mica mines in 1891 were reported as follows .— ^ 

1 Buchanan, op cit p 321 
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The Sapohi Mine The Singrar Mine 
Blasteis (male) 3 to 5 annas 11 to 13 pice 

Ordinary (male) 2 annas 8 pice 

Women 6 pice 6 pice 

Children 3 to 5 pice 4 to 5 pice 

Similarly, in a colliery the average wages per week for 
underground workers was Rs 1-1 and for surface workers 14 
annas 6 pies Mining wages, however, improved between 1890 and 
1912 The following table from Datta bears out the rise — 
Increase in Mining Wages in Index Numbers 

1890-1894 1895 1900 1905 1910 1912 

100 106 133 158 186 189 

After 1916 there was a rise, the average wage being 12 annas 
per day in 1921 Miners’ wages, however, are low compared to 
those of mill workers In the Raniganj held in 1930, men’s wages 
per month varied between Rs 12 and Rs 16 and women’s between 
Rs 8 and Rs 12 The President of the National Association of 
Colliery Managers in a speech in February, 1937, referred to the 
“ ridiculously low wages of the workers ” The development of the 
iron and steel industry is comparatively recent, and the follow¬ 
ing table shows comparative fluctuations m average yearly wages 
of the covenanted and uncovenanted hands The covenanted 
hands are the European and American executives and tech¬ 
nicians The uncovenanted aic Indians —’ 

Yearly avciagc wages in Ihe Tala lion and Steel Mill 
(In Rupees) 

Covenanted hands Uncovenanted Innds Uncovenanted hands 
Open 

Open Health Hearth 28" Blowing Cock Blast 

Plant Plant Mill Mill Ovens Furnace 

1913-14 4,484 242 185 415 207 339 

1916-17 11,212 250 383 518 200 207 

1919-20 13,126 205 181 393 235 215 

1921-22 13,527 240 401 595 255 272 

Between 1925 and 1930, there was a use m the late of wages 
by about 27 per cent for Indian workers 

Data collected by the Royal Commission on Labour of the 
subordinate Staff on railways in September 1929, shows that the 
average monthly cost per worker was Rs 18 in the Engineering 
Department, Rs 40 in the Transportation Department, Rs 41 in 
the Mechanical Workshops and Rs 70 on the office staff The in¬ 
formation supplied to the Royal Commission also showed that in 
1930, 54 per cent of the workers employed on 12 principal rail¬ 
ways were in receipt of less than Rs 20 per month 

>Ibid, p 324 
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The wages of the plantation workers in India are the lowest 
In the Assam Valley Tea Gardens, the average monthly earnings 
of the settled men workers are Rs 7-13, of women Rs 5-14 and of 
children Rs 4-4 ’ These workers are given some concession re¬ 
garding free housing, medical treatment, etc But on the whole, 
their conditions are very bad Dr Kuzynski gives us a consoli¬ 
dated table of the movement of wages during the last 58 years in 
different industries as below — 


Wages in Individual Industries (1900=100) 

Cotton Jute Railways Mining Metal Building Plantations 
Woikcrs Woikers 

1880-89 
1890-99 
1900-09 
1910-19 
1920-29 
1930-38 


106 

142 

273 

242 


106 

128 

194 


139 

245 


81 

119 

176 

255 


100 

104 

122 

170 

121 


In all industries wages had a tendency to rise up to the end 
of the first World War The rate of increase was more or less 
similar in different industries, except in the mining industry 
where there was a rise above the average, and m the plantations 
where there was a lag But though money wages showed a fairly 
uniform trend in the upward diiection, this cannot be taken as 
a fair indication of an upwaid tendency in real wages - 


System of Wage Payment and Wage Fixing 

Payment by piece work is found in a large number of fac¬ 
tories In 1926, for instance, the number of workers including 
men, women and children paid by the piece amounted to about 
48 per cent in Bombay and about 45 per cent in Ahmedabad In 
coal mines all work underground is paid by the piece In the rail¬ 
ways the workers are daily rated or monthly rated In most other 
industries wages are paid by the time rate 

In almost all industries wages are paid in cash and indirect 
payment is not common The most important forms of indirect 
payment were practices connected with the truck system Some 
mmeowners in Madras have been reported to be issuing orders 
on shopkeepers to supply provisions to the labourers In some 
factories, grain departments were established where grain could 
be bought 10 per cent below the market price In these factories, 
wages were paid partly m cash and partly by ticket The Buck¬ 
ingham and Carnatic Mills in Madras maintain stores for the 
supply of provisions, and in Bombay 40 per cent of the mills 

Clt p 127 


•Op cit p 131 
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conduct cheap giain stores, where gram is sold at wholesale 
prices for cash as well as on credit 

Under the Payment of Wages Act, 1936, no payment of wages 
can be delayed beyond one month and the common practice is to 
pay by the month Unskilled and casual workers are usually paid 
by the day In the jute mills in Bengal, all textile workers are 
paid by the month 

Before the coming into force of the Payment of Wages Act, 
delay in the payment of wages was common, and was a factor in 
increasing the indebtedness of the workers The length of time 
which elapses between the end of the period during which wages 
are earned and the day of payment varies in different provinces 
and industries While daily wages are paid on the day on which 
they have been earned, weekly wages are paid 2 to 5 days later, 
and before the 1936 Act, monthly wages were paid from 10 to 15 
days after the end of the month There are instances where the 
waiting period for monthly wages was extended to a month The 
mam purpose of postponement is to keep a hold upon the work¬ 
er Long periods of waiting involve hardship for the workers, 
relief is sometimes given m the form of a wage advance Under 
the new Act, wages must be paid before the expiry of the 7th day 
m undertakings employing less than 1,000 workers and before 
the expiry of the 10th day m other cases One wonders as to why 
the employers should be given such latitude of 7 to 10 days 

However convenient it may be for factory owners to conti¬ 
nue the practice of delaying payment, it is undoubtedly a great 
hardship on workers The long period before the first pay day 
usually about 6 weeks, and the long subsequent periods, are re¬ 
sponsible for the growing indebtedness ot the workers, who are 
compelled to borrow money at ruinous rates of interest An atti¬ 
tude of indifference on the part of Government is only possible 
m a country where labour organisation is yet m its infancy 

Fines and Deductions 

Certain deduction from wages of workers are common m the 
textile mills The Indian worker is said to be irregular m attend¬ 
ance and careless of the employers’ machinery, raw materials 
and finished products The practice of fines was found to be gen¬ 
eral m all parts of Bombay Province m an official enquiry in 1928. 
The three chief offences against factory discipline punishable by 
fines have been (a) improper observance of time, (b) damage to 
machinery, materials or goods, and (c) certain improper be¬ 
haviour 
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To people accustomed to village lite, one of the most irksome 
features of the factory system is the necessity of observing time 
schedule If the Indian worker lives far away from the place of 
work, he cannot hear the whistle, he often arrives after the work 
has started The fine is either fixed in amount or graded accord¬ 
ing to the degree of lateness In many cases, the late comer is not 
admitted, particularly where labour is plentiful Workers often 
absent themselves without notice A fine equal to two days’ wages 
for every day of absence is applied Continued absence is follow¬ 
ed by dismissal 

Fining foi bad work is Irequentiy resorted to in the case of 
weavers who are required to purchase the cloth they nave spoilt 
The Bombay Fine Enquiry Committee found that this custom was 
followed in 58 3 per cent of the textile mills in the province The 
Indian Tariff Boaid condemned this practice on the ground that 
It caused irritation far beyond the good it was intended to pro¬ 
duce In 46 of Bombay Presidency’s 206 textile mills, there were 
50,981 cases of fining, averaging Rs 3-4-7 each The amounts col¬ 
lected by lines weie ciedited to revenue , they weie large enough 
to be considered worthwhile by millowners 

Another deduction from wages which causes irritation arises 
from the refusal ol mills to pay wages more than three months 
overdue Another practice is the conhscation ol wage due in addi¬ 
tion to summary dismissal lor forbidden conduct such as smok¬ 
ing in specn'ied places 

The payment ol Wages Act, 1936, laid down that lines can 
only be imposed lor acts and omissions specified m notices Thcv 
cannot be imposed on children under 15 and the maximum 
amount may not exceed an amount equal to hall-an-anna in the 
lupee ol the worker’s earnings in anv month Fines must be 
recorded in a register, and the proceeds applied to puiposes bene¬ 
ficial to the persons employed in the undertaking According to 
the Factory Departments Statistics, fines realised from workmen 
in the cotton textile mills in the Bombav Province amounted to 
Rs 1 Vz lakh in 1937 Fining as a means ot enforcing discipline is 
practically abolished in British industiv There is no reason whv 
this discredited practice should be continued in India ’ 
Commissions (Dasturi) 

There is another kind of deduction irom wages which some¬ 
times rises to a considerable percentage of the wage This is 

' Employers arc now abando 
viaual workers foi periods up' 

(Kuezynski, op cit p 133 ) 


24 
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known as dastun The jobber or foreman by whom the worker 
IS employed charges for the origmal appointment and collects 
something from the periodic wages A Labour Intelligence Officer 
from Bengal says m regard to it, “ Dastun exists but cannot be 
proved The lack of proof is not due to its non-existence but 
to the unwillingness of individuals to disclose details He points 
out that where penalties have been laid down for receiving das- 
turi the result has been to drive the practice underground There 
was clear evidence according to him that the practice prevailed 
from one end of the recruitment system to the other The coal 
mines have a particularly bad reputation with regard to this 
practice It has been stated by persons acquainted with mining 
conditions that the practice extends even to the managing agency 
firms 

It IS difficult to determine the proportion of the workers’ 
wages which goes in these commissions It may vary from 1 to 
10 per cent of the wages A woman worker earning Rs 3 per week 
in a jute mill told the Royal Commission on Labour that on her 
first employment she paid Rs 4 as a bribe to the jobber and 2 
annas per week out of her wage and that whenever she returned 
to work after a few weeks’ absence she had to pay a similar sum, 
namely, Rs 4 The Labour Commission observed “ We were 
satisfied that it is a fairly general practice for the jobber to profit 
financially by the exercise of this power ” (of appointment and 
dismissal) “The jobber himself has at times to subsidise the 
head jobber , and it is said that even members of the supervising 
staff sometimes receive a share of the bribe The Commission 
recommend that all power of engagement and dismissal of labour 
should be taken away from the jobber and entrusted to a labour 
officer, subject to the sanction of the general manager of the fac¬ 
tory Though labour officeis ate appointed in many industries, 
the jobber continues to be the chiet recruiter ol labour Even 
where the badh control system is introduced, e g in Bombay and 
Sholapur, the jobber has not lost his influence over recruitment 
According to the Government Laboui Officer of Bombay, Mr 
Pryde, the jobber had not been eliminated in practice for pur¬ 
poses of recruitment * 

Standard of Living 

It has been pointed out that the earnings of workers are not 
a reliable guide to their real wages, owing to the absence of accu- 

^Ouolcd hy Buchanan, op cit p 337 

• Report, p 24 

'Report o£ the Textile Labour Inquiry Committee Vol II, 1940, p 338 
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rate wage statistics and cost of living index numbers The Bom¬ 
bay Labour Office undertook enquiries into workers’ budgets 
during 1921-22, a further enquiry into the budgets of cotton mill 
workers of Sholapur in 1925 and m Ahmedabad in 1926 A Gen¬ 
eral Wage Census was started in 1934 by the Government of Bom¬ 
bay to collect all possible information regarding wages in all the 
perennial and seasonal factories in the province of Bombay The 
results of an enquiiy in Madras were published in 1938 The 
Labour Commission had also gathered some data in 1930 The 
results of these enquiries are not strictly comparable as they 
refer to different years The following table compiled by the 
General Report on Industrial Labour m India shows the average 
176 of working class families m different industrial centres —’ 

Number of Dependants 
Numbei hvmg living 

Locality and Industry of families m the . _ 

family from the 

family 

Bombay (1921-22) all industries2,473 4 20 0 60 4 80 

Sholapur (1925) textile 902 4 57 0 11 4 68 

Ahmedabad (1926) textile and 

manual 872 3 87 0 13 4 00 

Bombay (1930) textile- 8> 3 58 0 88 5 46 

Madras textile .. 79 5 82 0 06 5.88 

Coimbatore textile 96 4 89 U 25 5 14 

Cawopore textile, engineering and 

leathei works 729 3 40 1 08 4 48 

Nagpur textile and others 102 4 54 0 17 4 71 

U P Railways 253 4 33 0 91 5 24 

Bihar and Oiissa Railways 213 4 84 0 69 5 53 

Bengal Railways 156 3 78 1 53 5 31 

The Size of the working class family varies in different cen¬ 
tres The small number of absentee dependants in Madras is 
probably due to the fact that most of the workers have settled 
down in the city and constitute a working class completely de¬ 
tached from the land In all other cases, the workers have family 
lelations in the village The table given below shows the number 
of wage earners m the family —' 

PerceiiUge of families having 
Number of One Two Three 

Centre families Earner Earners or more Total 

Earners 

Bombay 1921-22 2,473 . 53 50 39 10 7 40 100 

Sholapur 1925 902 36 00 40 20 23 80 100 

Ahmedabad 1926 872 48 39 39 91 1170 100 

Cawnpore 1930 729 78 30 18 50 3 20 100 

Madras 1930 79 53 20 46 80 100 

Coimbatore 1929-30 96 5100 32 00 17 00 100 

2neva Report p 273 

I the subsequent inquiries relate to 1930 

‘neral Report, p 276 
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The same report gives us the following table ot average 
monthly earnings of some working class families —'■ 





Average 

Average 

Locality and description of 

Dateot Number 

number of 

monthly 

Families 

enauiry of families persons or earnings 




units per sd se sn 




Family 


Bombay woiking class 

1921-22 

2,473 

4 20 

52 4 b 

Sholapur cotton mill woikers 

1925 

902 

4 68 

39 14 10 

Ahmedabad woiking class 

1926 

872 

4 00 

44 7 2 

Bombay City working class 

1932-33 

1,469 

3 70 

50 1 7 


The variations in family income shown by the enquiries were 
due to the local differences in industrial development, wages and 
standard of living In some cases, the variation is found to be due 
to the extent of subsidiary sources of income In Ahmedabad, foi 
instance, it was found that 7 4 per cent of the aveiage income was 
derived from subsidiary sources like selling milk, fish, vegetable^ 
and doing odd lobs 

The table on page 373 which we also owe to the same souicc 
brings together the data tor average monthly family incomes and 
family expenditure 

This table taken by itself does not gi\e us a collect idea ol 
the economic condition ol the working class population in indus¬ 
trial centres All that it tells us is that taking an average income 
of Rs 40 per month about 55 per cent ot the income is absorbed 
in food which works out an expendituie ol Rs 22 per month loi 
the family Taking an aveiage iamilj'^ to consi'>t of four persons, 
the expenditure on lood per capita eveiy month would be Rs 5-8 
It is obvious that the a\ erage factory worker consumes loss than 
he requires for the maintenance of health and vigour Diet charts 
recently pieparcd lay down a minimum expenditure ot Rs 7 pci 
month on food alone, whether vegetarian oi non-vegetanan 

If we consider the fiist four items of expendituie in the table 
supplied by the Geneva Report, the average expendituie amounts 
to 75 per cent of the total income If we include othei necessary 
expenses like washing, bedding and household articles, the per¬ 
centage will increase to 85 Thus the proportion spent on the 
necessaries of life is evidence ot the inadequacy of the wages and 
of the narrow margin between subsistence and semi-tavation 
The studies on food consumption of workeis conducted bv 
the Bombay Labour Office, which were based upon investigation 
of 2,473 family budgets, show that the average adult male work¬ 
er consums less of almost every commodity than is prescribed for 
the inmates of Bombay jails 

^Ibtd, p 277 



INDUSTRIAL WAGES AND STANDARD OF LIVING 


373 


V 



Bengal Railways 156 27 2 4 52 70 5 70 4 60 4 40 1 40 31 20 

’Geneva Repoit, p 280 ^Subsequent enquiries all ielate to 1930 ’Amount ol deficit 
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The following table gives us comparative figures — ^ 


Articles in 2,473 family Daily consumption in Dally consumption by 


radgets of working 

Bombay jail per adult 

Madras Textile 

class families in 

male (in lbs ) 

Workers 


Bombay 

(in lbs ) 

Hard 

Light 




Labour 

Labour 


Cereals 

1 29 

105 

1 38 

1 13 

Pulses 

09 

.27 

21 

07 

Beef & 

mutton 03 

04 

04 

— 

Salt 

04 

03 

03 

05 

Oils 

02 

03 

03 

03 

Others 

07 

— 

— 

09 

Total 

1.54 

1.87 

169 

1.37-: 


As jail diet is considered to be on the borders of a subsistence 
minimum, it is evident that the factory worker m India lives 
below the margin ot subsistence, and his food condition as a free 
labourer is worse than that of convicts This is borne out by the 
following table —^ 

Comparative Body-Weight of Spinners in MiiLs and 
Prisoners in Jails 



(in lbs ) 



Province 

Average 

Weight 

Average 
Weight of 

Difference 


of Spinners 

prisoners 


Bombay 

102 09 

112 12 

10 03 

Central Provinces 

100 92 

no 45 

9 53 

United Provinces 

107 01 

115 08 

8 07 

Bengal 

107 93 

115 05 

7 12 

Eastern Bengal & Assam 

108 00 

110 85 

2 84 

Punjab 

113 08 

115 05 

1 97 

Madras 

113 64 

114 38 

0 75 


We may well be permitted to doubt if the condition of indus¬ 


trial workers in India has definitely improved during the last 
fifty years We reproduce below a table Irom Dr Kuczynski’s 
work —* 



Money Wages, Cost of Living and Real Wages 



(1900=100) 



Years 

Money 

Cost of 

Real 


W'ages 

Living 

Wages 

1880-89 

97 

69 

127 

1890-99 

94 

85 

112 

1900-09 

107 

97 

111 

1910-19 

135 

143 

98 

1920-29 

211 

207 

103 

1930-38 

184 

143 

129 


Money wages up to the end of the first World War showed a 
fairly uniform tendency to rise, real wages on the other hand 

> Report on an Enquiry into Working Class Budgets in Bombay, 1923, pp 19-20 
;^See footnote, p 135, Kuczynskl, op cit 
»Kuczynskl. op cit, p 136 
* Op cit. p 132 
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indicate a tendency to decline During the first World War and 
the early post-war years money wages rose rapidly, while real 
wages declined. During the thirties real wages had an upward 
trend, but the rise in real wages has been regarded as deceptive 
“ For the wage data refer to gross wages, and do not take into 
account the gigantic wage losses through unemployment and 
short time in the early thirties Net money wages, if one could 
compute them, would show that real wages in the thirties are 
considerably below the level of the eighties The intensity of 
work, moreover, is much greater than 60 years ago, indicated in 
the following table —- 


Factory Production, Factory Employment and Productivity 



(1919-23 

^100) 



Years 

Production 

Employ - 

Produc¬ 

Produc¬ 



ment 

tivity 

tivity in 





Mines 

1919 

100 

100 

100 

100 

1924-28 

119 

117 

102 

118 

1929-33 

134 

114 

118 

127 

1934-38 

181 

126 

144 

127 


An increase in the percentage of industrial workers is ac¬ 
companied by increase in production According to Dr Kuczyn- 
ski, “ there are few countries m which we can observe such an 
increase of productivity as in India ” This is likewise to be related 
to diminution in hours of work per day and per shift “ If we take 
into account the decline in the number of hours worked, and if 
we compute an index of productivity per hour, then we find 
that productivity in the factories has increased by considerably 
more than 50 per cent, while that in mines has increased by more 
than one-third ”' The increase in the intensity of work is also 
evidenced by the rapid increase in the rate of accidents in India, 
a rate unprecedented, as w’e have said, in the history of capital¬ 
ism * 


Turnftig again to the average earnings of cotton weavers and 
spinners as they aie estimated by the League of Nations Report 
in the table already quoted bv us, we find that these earnings are 
very much higher than the estimates furnished by Provincial 
Factory Inspection Reports The average earnings of the cotton 
weaver in 1937 were Rs 30 per month in the CP, Rs 25 per 
month in Bengal Rs 28 in the Punjab and Rs 27 in Madras Those 


i/btd 

^ Ibid , p 129 

»Kuczynski, op cit, p 129 

Shall we dedicate these facts to those who continue in diversified ways to 
sing in glorified strains about the provision for free enterprise” "which is truly 
enterprising,” and who maintain that “there should be sufficient scope for the play 
of Individual initiative?” (See "Plan of Economic Development for India.” by Sii 
Purshottamdas Thakurdas and others. Part n) 
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of the spinner are Rs 15 m the C P, Rs 14 in Bengal, Rs 20 in 
the Punjab and Madras The Jute spinners on an average earn 
Rs 17-4 and the weavers Rs 31 per month In the Cotton Textile 
Industries in Bombay Province, the average monthly earnings 
ot all adult workers in all occupations (1934) were Rs 35 in 
Ahmedabad, Rs 28 in Bombay, Rs 25 in Poona and Rs 19 m 
Sholapur' The average monthly earnings for men in all 
Engineering occupations excluding unskilled workers (all 
factories) were Rs 41-8 in Bombay, Rs 33 m Ahmedabad, 
Rs 29 in Poona ana Rs 22 in Sholapui The average for 
the whole province was Rs 38 - When trom these low 
incomes we make allowances for indebtedness and like¬ 
wise foi the commission the woikers have to pay to 
jobbers from month to month—an item tor which the Geneva Re¬ 
port has made no allowance—the picture that suggests itself is the 
picture of a labouring population struggling on the margin of 
susistence, vf not below it, m industrial areas The Bombay Labour 
Office in their study of family budgets pointed out that no less 
than 47 per cent of the families were m debt The usual rate of in¬ 
terest was 75 per cent per annum and interest on debt showed an 
average expenditure of 3 pei cent of the total monthly expendi¬ 
ture 

The fact that the industrial workers are sunk in debt as much 
as the agricultural classes is fully recognised by the Labour Com¬ 
mission “ We are satisfied that the majority of industrial workers 
are in debt for the greater part of their working lives Many are 
born in debt many come to industry because they are in debt 

It is estimated that in most industrial centies the proportion of 
families or individuals who are in debt is not less than 2/3 of the 
whole We believe that in the great majority of cases, the amount 
of debt exceeds three months’ wages and is often far in excess of 
this amount A debt of even one-fouith of a year’s wages is a 
heavy burden, paiticularly to a man whose income is little more 
than sufficient for his fair necessities But the burden is aggravated 
out of all proportion by the rate of interest which has to be paid 
A common rate is one anna m the rupee per month This is 75 per 
cent per annum ” “One anna per rupee is a conservative esti¬ 
mate of the average payment, one month’s wages in the year is 
probably a more accurate guess But whatever the figure, the 
result IS almost invariable , the indebted worker has to give all of 
what might otherwise be his saving to the money-lender ; and 

’ Oc-C al Wage Census Part I, 1937 p 118 

-Ibid Engineering Industry Part I 0 97 
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these payments are not merely the surplus that would be spent on 
petty luxuries , they have often to be provided by trenching on the 
primary needs of a healthy life”' The report of the Special 
Officer on the standard of living of jute mill workers states that 
the maximum interest chaiged is 325 per cent oi one anna per 
lupce per week The average late of interest is 78 per cent 

In view of this serious cut in the worker’s income on account 
of the burden of debt, it would be misleading to assume that 
money wages are in any sense a measure of then standaid of 
living There are employers who have contended that the Indian 
workei has a fixed standard of living which is on a low level, 
that when he has earned enough to maintain that level, he is 
satisfied and has no furthei inclination to work, and that increas¬ 
ed rates ot wages do not have the results which they have in othei 
countiies This view is sometimes generalised when we have 
been told ot the ‘ uneconomic ” outlook on life which marks all 
classes of people in India It may be admitted that there are 
workers in India, as there are in other countries, lacking in ambi¬ 
tion and a desire to improve their standard of lite It may also be 
said that there is a willingness to put up with sufferings which 
it IS difficult to reconcile with an incentive to work But the gen¬ 
eralisation about all Indian workers is obviously based upon the 
narrow and limited experience of employers m coal mining and 
tea gardens, where the workers come from villages and are an¬ 
xious to go back to the villages 

When we turn from the indebtedness of the workers to then 
health in industrial centres, we are faced with another problem 
of a serious charactei As early as 1918. the Industrial Commis¬ 
sion, discussing the conditions of labour in towns observed 
“There is substantial agreement between the best informed 
witnesses that the remedies are a rise in the standard of comfort 
and improvement in public health These ends can be attained 
onlv by education, impioved housing, and a general policv of 
betterment, in which an organisation for the care ot public 
health must play a prominent part But housing is a most 
urgent necessity ” 

Thu teen years latei, the Royal Commission on Labour re¬ 
peat the same story of neglect and indifference, both on the part 
of employeis and the Government, to the question of the health 
and housing ot the working population “We feel that the time 
for inaction and delay is past and a beginning should be made 

> Ibid, p 226 

- Report p 244 
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And again, “ There can be no doubt that particularly with regard 
to housing, it IS imperative that immediate action is urgently ne¬ 
cessary to counteract the serious effect on the health of the work¬ 
ers for which present conditions are responsible Evidence is not 
lacking that part of the labour unrest which has characterised 
industrial development during recent years is due to the realis¬ 
ation, however vague, on the part of the worker that his stand¬ 
ard of living IS too low, and that he can never hope to raise that 
standard until his home provides him with a degree of comfort 
which IS at present beyond his reach ” ’ 

Eight years later again, we have the report of the same story 
of neglect and indifference “ The housing conditions,” states the 
Geneva Report on Industrial Labour, “ of the majority of the in¬ 
dustrial workers of India are deplorable’ And now, after a de¬ 
cade, the Rege Committee observe “ No attempt at raising the 
standard of living of the industrial woiker can be successful 
without an early solution of the housing problem ” (Report 
p 297) We have already referred to the bearing of food and diet 
on the health of the worker The Indian factory worker finds it 
difficult to work for long hours, partly owing to physiological de¬ 
fects caused by the inadequacy both of the quality and quantity 
of his diet The following table gives us a comparative idea of the 


dietary conditions of the workers 

in different countries 

_ i 




Madras 


Japan 

UK 

Presidency 


1927 

1934 

1933 

Protein animal (in giamme*;) 

159 

46 

26 

Protein vegetable ( ) 

72 6 

41 

40 0 

Total Protein ( ) 

8b b 

87 

42 6 

Fat animal ( „ ) 

•»'{ S 

109 

1 3 

Fat vegetable ( ) 

14 2 

15 

36 5 

Total Fat ( ) 

47 7 

124 

37 8 

Carbohydrates ( ) 

537 6 

425 

398 5 

Calories 

2.732 

3,246 

2,068 


The 1923 enquiiy of the Bombay Labour Office revealed that 
the Bombay worker, who is certainly much better off than others, 
consumed food below the jail rations A further enquiry showed 
an extra consumption of cheap sweetmeats, fish, vegetables, etc. 
amounting to an additional 4 6 per cent of the food balance which 
was equivalent to 113 calories Thus the Bombay adult worker 
consumes 2,563 calories ^ It is interesting to compare this with 
the minimum of 3.390 calories laid down by the British Medical 
Association’s Sub-Committee on Nutrition and the minimum of 

’Report, p 294 

^ * Industrial Problems of India,’* edited by P C Jain 1942, p 215 

^Bombay Labour Gazette, April, 1925 
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2,800 calories required in India conditions as calculated by Radha 
Kamal Muker3ee 

The problem of diet might well be said to have been crimi¬ 
nally Ignored in this country in the past As early as 1924, the 
All-India Conference of Medical Research Workers, affirmed 
“ that the average number of deaths result mq every year from 
preventable disease is about 5 to 6 million , that the average 
number of days lost to labour by each person in India, trom pre¬ 
ventable disease is not less than a fortn’ght to three v eeks in 
each year , that the percentage loss of eificiency of the average 
person in India from pieventable malnutiition and disease is not 
less than 20 per cent , and that the percentage of infants born in 
India who reach a wage-earning age is about 50, whereas it is 
quite possible to raise this percentage to 80 or 90 The Conference 
believes that these estimates are underestimates, but allowing 
for the greatest possible margin of error, it is absolutely certain 
that the wastage of life and efficiency which results from prevent¬ 
able disease costs India several hundred crores of rupees each 
year The recent census shows that the position in India is one 
of grave emergency The Conference believes that the great¬ 
est cause of poverty and financial stringencv in India is loss of 
efficiency resulting from preventable disease, and therefore, con¬ 
siders that lack of funds far from being the reason for postponing 
the enquiry is a strong reason for immediate investigation of the 
question ” ' 

Exhaustion and illness among the workers is one ot the rea¬ 
sons why industrial capitalism in India is faced with shortage 
of labour m a thickly populated country “ The workers are un¬ 
able or unwilling to stand working conditions in the factories for 
any length of time In the Jharia mining area, for instance. 
90 per cent of the adult workers were infected bj'^ hook-worm ’ * 
“ Largo numbers of people suffer from ill-health arising from 
malaria, hook-worm and other diseases, which sap their vitality, 
as indicated by the hight death rate”’ We may sum up in the 
words of Kuczynski “Underfed, housed like animals, without 
light and air and water, the Indian industrial worker is one of 
tlie most exploited of all in the world of indu.stritil capitalism 

Profits 

In contrast to the miserably low wages paid to the workers, 
the profits derived by the capitalists are striking 

’ Ouoted m ‘ India Analvscd." Vol II pp 60-G2 
3 Kuczynski, op cit, 1933 a Geneva Report, p 190 

* Op cit, p 1J7 
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The delegation of the Dundee Jute Trade Uniorx to India re¬ 
ported in 1925 about the Jute industry that the total gam to the 
shareholders in a decade (1915-1924), taking the Reserve Funds 
and Profits together, amounted to £300 million, that is, 90 per 
cent per annum ot the capital, the average wage being £12-10 
per annum iThe Jute Industiv employed 300,000 to 327,000 
workers) ^ 

The average dividend paid by the leading lute mills was 
140 per cent, the highest being 420 per cent The leading jute mill 
(Gourepore) paid 250 per cent m 1918, 420 per cent m 1919, 120 
per cent m 1924, 50 pei cent m 1934 and 1935 and 35 per cent m 
1939, giving an average of 88 per cent for 1918-39 - 

The Tariff Board enquiry m 1927 reported regarding the 
Cotton industry as follows “ An examination of the balance 
sheets of the Bombay mills shows that for 1920, 35 companies 
comprising 42 mills declared dividends of 40 per cent and over, 
of which 10 companies comprising 14 mills paid 100 per cent and 
over, and 2 mills paid over 200 per cent In 1921, the number 
was 41 companies comprising 47 mills, out ot which 9 companies 
comprising 11 mills paid dividends of 100 per cent and over”* 
The Golden Jubilee Booklet of the Empress Mills at Nagpur 
m 1927 speaks of big dividends paid to the shareholders “ In 
general it is interesting to note that the total profits of the Em¬ 
press Mills upto the 30th June, 1926, aggregate over Rs 92,214,527, 
which is nearly 61 47 times the original ordinal y share capital, 
and upto the same date, the company has paid Rs 59,431,267 in 
dividends on ordinary shares w'hich works out at 80 86 per cent 
per annum on the originally subscribed capital The original 
shareholder has consequently gained, by being the first fortu¬ 
nate allottee of a share of the paid up value of Rs 500 in the com¬ 
pany, 2 05 shares given gratis w'orth to him Rs 7,838 on the basis 
of the present maiket value it has brought him Rs 19,810 in 
the shape of dividends ” 

The average dividend paid by important cotton mills in 1920 
was 120 per cent, the highest figure being 365 per cent Arno 
Pearse, replying to the criticism against the Bombay Millowners 
that they had paid very high dividends, says that fixing the rate 
of dividend lay with the shaieholders, and gives an example 
where they were not satisfied with 400 per cent, but expected 500 
pel cent, as some new shareholders had purchased shares short- 

' T Johnson and J F Si me. Exploitation in India, pp 5-6 
Di M H Copal ‘ Trend of Profiti. A Factual Aanalsis ” pp 19 and 23 
Report, Vol 1 1927 p 83 
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ly before the meeting in the expectation of a 500 per cent divi¬ 
dend 

If we turn to collieries, we lind the dividends declared by 
coal mines equally striking, though not so high as with the cotton 
mills The Katras-Jharia mines paid 120 per cent in 1918, 1919 and 
1920, 160 per cent in 1921, 150 per cent in 1923, dropping to 10 per 
cent in 1936, giving an average of 70 per cent for 1918 37 About 
25 per cent ol the mines paid dividends exceeding 15 per cent for 
a long period So also the tea companies The sterLuyj companies 
—the Amalgamated Tea Estates and the Consolidated Tea and 
Lands paid 52^'2 per cent and 29 pei cen+ a\ crage dividends res¬ 
pectively during 1924-28 The lupeo companies—the Bishunath 
Tea Co, Hasimaia Tea Co and Patrakola Tea Co paid an aver¬ 
age dividend of 30'''2 per cent, 30 per cent and 96 pei cent res¬ 
pectively during the same pciiod A lirm of 'elatively enlighten¬ 
ed employeis like the Tatas has also an interesting story to re¬ 
veal The managing agents, Tata Sons Ltd , of the Tata lion and 
Steel Works, aie entitled to a icmuneration at 5 to 9 per cent oi 
the net profits, according to the amount ot duidend paid to sha’c- 
holders, with a minimum ot Rs 50.000 

The loll owing table shows ovei a number ot vears the re¬ 
lative increases in the workmen's eaniings ana the managing 
agents' icmuneiation 

uiKman s earniii|!r>» Mpnagine Agents 
including bonus Uemuneration 


1 ear 

Rs Rs 

1927 27 8) 50,000 

1929 I*) 35 50 000 

1933 36 56 50 000 

1937 42 17 50 900 

1938 42 63 33 71 331 

1939 40 53 53U 


Dr M H Copal, from whose recent studv of the Trend ol 
Prohts, we have drawn manv of our figures on profits, points out 
that the average late of profits loi anv group of enterpiise hides 
the phenomenal gams made by some ol the industrial firms Com¬ 
paring the trend ol profits in India with the trends in the United 
Kingdom and the USA he obtains the following significant 
fi gures 

\verage Earnings (all l>pes of enterprises) 

1919-28 

India 17 1% 

United Kingdom 10 5% 

USA 106% 

» Radha Kainal Miikerjce Tht. Indian Working Class.” 1945 p 150 
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There is a similarity in the rate between the United King¬ 
dom and the USA, whilst theie is a marked difference between 
India and the two other countries The difference is equally 
marked when the full 20-year period (1918-37) is taken into ac¬ 
count Whilst the average dividends for all types of enterprises 
in the U K was 9 2 in India it was 14 per cent Even comparing 
the proht rates in different industries in the two countries, we 
find that only two industries in the U K have declared more than 
15 per cent for the whole period In India, six industries have 
had an average rate exceeding 15 per cent, three had have a rate 
exceeding 20 per cent while jute passes the 40 per cent limit for 
the whole period 

It is thus clear that the rate of profits in India is very much 
higher than elsewhere , m fact “ Indian dividends are about 50 
per cent higher than in the U K The phenomenally high pro¬ 
fits in our country are not due to any abnormal conditions like the 
war The high rate of piofits is a persistent phenomenon, specially 
noticeable m a few industries - 
Present War Profits 

The present war has enormously inflated the profits as can 
be seen from the following table —* 

Index Numbers of Averajre Net Profit in 1943 
in different indusliics 
1939 r100 

Jute 926 Coal 124 

Cotton 645 Enginocrng 225 

Tea 392 ]\llsc^'llaneou:^ 401 

Sugai 218 All Kinds 327 

The increase in dearness allowance has been refused in every 
industry during 1944 The Government of India in its concerns 
has begun fieezing part of the wages for the duration of the wai 
The impact of soaring prices and the inadequacy of the dearness 
allowances to keep up with the cost of Ining can be seen from 
the fact that in 1943 the working days lost in strikes were 
1,291,000, whereas upto October 1944 they weie 3,779,000 days ' 

The textile industry has made record piofils during the 
present war, and has been phenomenally pro^^peious in spite of 
the fact that about 30 per cent of the prohts are taken away by 
Government thiough taxation All-India aata lor profits made bv 
textile mills are not available , yet the prouu earned by Bombay 
mills in 1941 arc an mdicatiOii of the gencial prosperity of the 

1 Dr M H Gopal, op cit, pp 33-36 

These proiits do not include the remuneral'on which the Managing Agents 
charge under a variety of heads 

3 People’s War, 21st January. 1945 
* Peoples War, 21st January, 1945 
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industry As against the profit of 50 lakhs of rupees in 1940, the 
profit for 1941 was 694 lakhs, an increase of 1,288 per cent over 
1940 A few selected mills in 1942 made profits which showed an 
increase of 2,250 per cent over the figures for 1940 The average 
dividend rate of 70 mills for 1942 was 27 per cent ’ According to 
Mr K K Desai, the Congress labour leader, the cotton textile 
industry has made profits in 1943 which work out at nearly 2,000 
per cent of the pre-war profits, and the average profits over seven 
years nearly 1,000 per cent But “ the employees working in this 
industry have not been given a fair deal, and their interests have 
been sacrificed at the altai of private profits " ‘ The dearness 

allowance paid to the employees ranges from 50 to 75 per cent 
only as compensation for rise, except perhaps tor Ahmedabad 
where, through organised struggle, the employees have been able 
to get nearly 100 per cent compensation for the rise in the cost 
of living, and even this solitary case of justice was upset by 
the millowners, through an award of the Industrial Court 
which reduced it to 76 per cent on the plea that other cen¬ 
tres are not getting full compensation The Ahmedabad mill- 
owners might well be congratulated on their humanitarian (’) 
action in 1944 when they proposed to cut off 45 per cent in the 
dearness allowance to the workers and would have enforced it 
but for the decision of the Industrial Court 

Capitalistic development in India is going on according to the 
inexorable laws of capitalism The exploitation of labour, in spite 
of the experiences of Western Industrialism with its accompany¬ 
ing evils, goes on merrily in India as a result of the policy and 
traditions of laisscz-fatre Many industries enjoy the present 
prosperous position as the result of sacrifices of the masses of the 
people And yet, when one raises the question of minimum wage 
—not to talk of a living wage standard—or progressive labour 
legislation, there is a big hue and cry against it and the plea of 
inabihtv of the industry to bear the burden is always put for¬ 
ward 

Indian employers and capitalists have always urged the plea 
that v/hilst they were sincerely anxious to improve the conditions 
oi Indian labour, their anxiety to improve these conditions was 
limited by their anxiety to earn profits “ The capacity of the 
industry to beai ” was to be their criterion for determining what 
they might do for improving the conditions of labour These 
benevolent minded industrialists talk also of the burden on the 

»Harkisandas Lukhmidas ' Ind'an Textile Industry during the War, 1944 ” 

-* “Indian Textile Industry War Period 1940-46 by K K Desai pp 7-8 and 
Rejoinder to the statement of Millowners and Cloth Control Board, p 2. 1947 
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community consequent upon an increase in the cost ol produc¬ 
tion brought about by higher wages to workers 

To charge commissions as managing agents equivalent at 
times to the total prohts, to distribute dividends at rates varying 
Irom 15 to 20 and 30 per cent and then to urge the plea of “ what 
the industry can bear ” is only possible in a country where public 
opinion does not exist and where labour is not sufficiently well- 
organised 

It during the last war peiiod, rise in wages, allowance'-, 
bonuses, etc weic gi\en—much is made of it bv the capilalists-- 
it was not out of a spirit of generosity but because it enabled them 
to reap a iich reward of high profits due to inflated prices and 
wai contiacts In the post-war period, aftei the end of the boom, 
the problem will be as severe as it was last time Prices will 
slump, profits will be less and the capitalists would be wanting 
severe reduction in wages, allowances, etc ' This history of strikes 
IS likely to repent itself in spite ol the Trade Disputes Acts 

With poor housing conditions, with the lines of baiiacKs ot a 
most insanitaiy charactei built m the name of impioved oi model 
dwellings, sunk in indebtedness, living on a diet inviting malaria 
and diseases ol all othei kinds, the industiial lactoiy workers live 
in an environment which in other countries would be favourable 
to a revolutionaiy outburst But, in India, the woikers, illiterate 
and uneducated as they are, have—shall we say fortunately — 
not yet grown alive to the value of organisation and mass action. 

Gandhi]! always insisted on the need foi evolving harmo¬ 
nious relations between capital and laboui But clearly such a 
harmony is inconceivable, unless certain fundamental rights are 
guaranteed to labour These would include (1) the right to an 
adequate wage, (2) the right to decent housing conditions, (3) the 
light to education and opportunities lor healthy recreation, (4) 
the right to influence industrial policy, and, above all, the right 
to share increasingly in mens triumph', over the enviionment, m 
man s increasing ability to command, as a icsult ot his economic 
endeavour, not merely a bare competence but a surplus J S 
Mill, commenting on the results ot machinery, observed gloomilv 
about a century ago “ It is doubtful it machinery has lightened 
the labour ot a vast ma]ority of our woikers ” Economic progress 
has no meaning if it does not mean a higher standard of life, and, 
more impoitant still, greater leisure tor creative work 

' The Ahmedabad millowners had announced in lune 1945 that all deames<t 
allojvance would be stopped, as agreed upon now that the War in Europe had ended 
but luckilv for the workers the Industrial Court intervened 
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Perhaps, our entrepreneurs and capitalists, whose outlook is 
not different from the outlook of British employers in the Vic¬ 
torian Age, may be as mdifferent to the problems of Indian labour 
under a free and independent India as they have been so far. In 
the field of industrial organisation, as in the field of agricultural 
development, the hope for the future lies not in the direction of 
private enterprise and enlightened self-interest, but in a larger 
vision, animating the future rulers of India, and pointing m the 
direction of socialised industries worked in the intere'^t of the 
country as a whole 

CHAPTER XXI 

LABOUR LEGISLATION IN INDIA 

It was a characteristic of early labour legislation in India 
that it was enacted to meet the needs of particular industries at 
different times No need was felt for a uniform policy in labour 
legislation Under the Act of 1935, the Government of India has 
authority to legislate on all measures relating to labour for the 
whole of British India Provincial Governments are also entrust¬ 
ed with concurrent powers for enacting labour legislation 

Plantation Legislation 

The plantation industry being the earliest organised industry 
in India, legislation was necessary for regulating relations be¬ 
tween planters and workers After the abolition of indentured 
labour, the difficulties of recruiting labour for tea gardens in 
Assam brought into being a class of professional recruiters called 
‘ Ai kattis ’ whose activities had to be regulated by law Recruit¬ 
ers were hcenseJ by law and the duration of labour contract was 
fixed at fiom three to five years By the Assam Labour and Emig¬ 
ration Act of 1915, indentured labour was abolished, recruitment 
by contractors was suppressed and an Assam Labour Board was 
created for the supervision of recruitment By an Act of 1926, the 
penalties imposed on workers for breach of contract were re¬ 
moved in Assam Similarly, in Madras the Act of 1927 abolished 
the ciiminal penalties tor breach of contract by workers on plant¬ 
ations 

The Tea District Emigrant Labour Act of Assam, 1932, recog¬ 
nised the right of repatriation of every labourer at the expense 
of the employer on the expiry of three years after entry in 
Assam No child under 16 may proceed to Assam to work on a tea 
estate, unless it is accompanied by a parent or a relative. Provm- 
cial Governments can declare any area to be a controlled emig- 
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ration area and, therefore, any assisted emigrant, unless he has 
worked on a tea estate already, may only be sent to Assam by a 
licensed forwarding agent, acting on behalf of an employer and 
subject to proper provision for feeding and sanitary arrangements 
on the journey Finally, a controller of emigrant labour is to exer¬ 
cise various powers under the Act, and the Assam Labour Board 
is dissolved 

Factory Legislation 

The first Indian Factoiies Act was passed in 1881 Cotton 
Mills had started working in Bombay the conditions under 
which women and children were employed aroused public atten¬ 
tion , and Lancashire cotton interests were concerned at the new 
competitors in the Indian market The majority of the Factory 
Commission appointed by the Government ot Bombay in 1875 
was opposed to legislative intervention But the Government of 
India passed the Act of 1881, which made provisions relating to 
health and safety, and limited the employment of children in fac¬ 
tories Dissatisfaction with the provision foi the protection of 
children and the absence of any regulation of women’s labour 
led to fresh agitation The Bombay Factory Commi''Sion in 1884 
was follov/ed bv a Factory Labour Commission in 1890 The 
Factory Act of 1891 granted powers to Local Govcrnmeiits to 
extend the provisions of the Act to piemises in 'vhicli 20 peisons 
or more were employed and limited the hours of work foi women 
to 11 in the day and of children ovei 9 to 7 hours in the day 
The boom of 1904-5 led to long houis being worked, and the 
question of regulating hours of male woikers began to 
attract attention 

A Textile Commission in 1906 and a Factoiy Laboui Com¬ 
mission in 1907 made recommendations which were embodied in 
a new Factories Act of 1911 The piincipal changes made by the 
Act were in the direction of limiting the hours of woik to 12 in 
the day for men, and to 6 in the day for children, employed in the 
textile factories The Factory Act of 1922 gave effect to the Inter¬ 
national Labour Conventions of hours of work, the minimum age 
for admission for employment and night work for women 
Article ten of the Hours Convention laid down that “ the prin¬ 
ciple of a sixty-hour week shall be adopted for all workers in the 
industries at present covered by the Factories Act administered 
by the Government of India.” By article six, the minimum age 
convention fixed the age for India at 12 years for employment in 
factories, in mines and in transport 
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The Act of 1922 extended the scope to include undertakings 
using mechanical power, and employing not less than 20 persons 
Local Governments were given the power to declare that under¬ 
takings employing not less than 10 persons, and working with or 
without mechanical power should be deemed to be factories for 
the purposes of the Act The hours ot work of all adult workers 
were restricted to 11 in any one day The minimum age tor ad¬ 
mission of children to employment was raised to 12 Medical 
examination for age and physical fitness was imposed foi child¬ 
ren In case of overtime, all woikex's were to leceivc at least lYi 
times the noimal rate of pay 

The Indian Factoiie^ Act of 1934 was based on the recom 
mendations of the Royal Commission on Laboui A distinction 
was for the first time diawn between seasonal and non-seasonal 
factories The Act laid down a ten-hour day fo adults in non- 
seasonal factories Houis ot work for children were reduced from 
6 to 5 a day, and those ot women fiom 11 to 10 a day, in both 
seasonal and non-seasonal factories Seasonal factories include 
for the pui poses ot Act cotton ginning, cotton oi jute pressing, 
lactones foi the decortication of groundnuts, and for the manu¬ 
facture of coffee, tea, rubber or sugai Women and children were 
not to be employed between 7pm and 6am Finally, Local Gov¬ 
ernments weie empowered to make rules prescribing standards 
of artilicial humidification, protecting woikers against the effects 
of excessive heat, requiring any factory employing more than 150 
woikers to piovide shelter for the use ot workers during periods 
ot lost, and a suitable room toi the use of childien under 6 
belonging to working women 

Theic weie two kinds of factories, which did not come under 
the Factory Act of 1934 (1) those which used power but did not 
employ more than 19 persons and (2) those which did not use 
powci, 11 respective of the number of persons employed The 
Laboui Commission recommended the application by Local Gov¬ 
ernments of the Factories Act to factories of the first category, 
the enactment of a new act limiting the minimum age for the 
employment oi children to 10. and making registration with the 
Factory Inspection Department compulsory for both kinds of 
iactonos The only province that has embodied these lecommend- 
ations with i egard to non-regulated factories is the C P By the 
C P Act of 1937, workshops employing 50 or more persons en¬ 
gaged in the making of bidais, shellac manufacture, leather tan¬ 
ning weie brought within the scope of the Act The minimum 
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age for children was fixed at 10, the hours of work were limited to 
7 and the hours of work for all adults were limited to 10 in the 
day 

Mining Legislation 

The first Indian Mines Act was passed in 1901 It provided 
that any excavation twenty feet below the surface where min¬ 
erals were searched for or obtained was to be regarded as a mine 
It provided for the appointment of a Chief Inspector of Mines bv 
the Government of India and inspectors by Local Governments 
The Chief Inspector had the power to prohibit the employment 
of children and women in mines where the conditions were deem¬ 
ed to be dangerous to health and safety 

The Mines Act of 1923 extended the definition ol a mine to 
include any excavation irrespective of depth for searching for or 
obtaining minerals, and limited the hours of work to 54 under¬ 
ground and 60 ovei ground The definition of child was amended 
to mean any person under the age of 13 Finally, the Indian 
Mines Act, 1935, based partly upon the recommendations of the 
Royal Commission on Labour and those of Draft Convention of 
the International Labour Conference of 1931, limited the hours ot 
work above ground to 54 in the week and 10 in the day The 
weekly hours of work underground remain the same, but dailv 
hours were reduced from 12 to 9 The minimum age for the ad¬ 
mission of children was raised from 13 to 15 The new Act also 
provides for a representation of workers by tw'o peisons on the 
Mining Board, to be elected by the workers The recommend¬ 
ation of the Coal Committee appointed in 1936 were given effect 
to by the Amending Act of 1937 and again m 1940, providing foi 
the responsibility of the supervising st.ifl: to the owners oi mines 
instead of to the raising contractors regarding the payment oi 
wages and salaries The Coal Mines (Stowing) Amendment Act 
of 1940 provides for the use of the Coal Mines Stowing Fund set 
up under the Act for measures to extinguish fires and othei pro¬ 
tective measuies 
Tranpsort Legislation 

The railway workshops were covered by the Indian Fac¬ 
tories Act of 1922 but the other railway workers were not pro¬ 
tected by any legislation The International Labour Conventions, 
though ratified by the Government of India, were not applied to 
railway workers The Indian Railways Act of 1930 provided for 
this application by limiting the hours of intermittent work to 84 
and non-mtermittent work to 60 per week A compulsory rest of 
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not less than 24 consecutive hours is to be granted with certain 
exceptions A Supervisor of Railway Labour has been appointed 
from the 1st April, 1931, with a staff of ten inspectors 

The Indian Ports Act was first passed in 1889, subsequently 
amended in 1908, 1922 and 1931 Under the Act of 1922, Local 
Governments were required to frame rules prohibiting employ¬ 
ment of children under 12 on the handling of goods at piers, 
jetties, docks, warehouses, etc The Act ot 1931 prohibited the 
employment of children under 12 for handling goods anywhere 
within the ports The Act of 1934 gives effect to the ratified re¬ 
vised Draft Convention, and empowers the Go\'ernor-General to 
make regulations 

The Indian Dock Labourers Act of 1934 provides for acci¬ 
dents while loading and unloading of ships , and the Indian Mer¬ 
chant Shipping Act of 1931 gives effect to the ratification of In¬ 
ternational Draft Conventions on minimum age The Act was 
modified m 1933 prohibiting employment of young persons under 
14 except under certain conditions, of young persons under 18 as 
trimmers or stokers except under certain conditions, and of 
young persons under 18 in a ship without a medical certificate of 
physical fitness The hours of work of young persons as stokers 
or trimmers are not to exceed 6 per day A space of not less than 
12 superficial feet and not less than 72 cubic feet must be avail¬ 
able for use to every seaman oi apprentice engaged under the 
Act. 

Other Legislation 

Shop Legislation was undertaken in several Provinces. 
Bombay was the first Province to pass the Bombay Shops and 
Establishments Act in 1939, regulating the hours of work and 
conditions of employment in shops and commercial establish¬ 
ments, restaurants and theatres The hours of work are limited 
to 9% per day with half an hour’s rest after five hours of work. 
A weekly holiday is made obligatory Bengal, the Punjab and 
Sind passed similar Acts in 1940 

The Children (Pledging of Labour) Act of 1933 was passed 
with the object of abolishing child slavery and the Employment 
of Children Act of 1938 prohibits the employment of children 
under 15 in any occupation connected with railways and ports. 
The Act of 1939 prohibits children under 12 from being employed 
in any bidi-making and certam other categories of workshops. 

The Industrial Statistics Act, 1942, was passed by the Central 
Government by which Provincial Governments are permitted to 
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collect statistics with regard to (1) prices of commodities, (2) 
attendance, (3) living conditions including housing, water supply 
and sanitation, (4) indebtedness, (5) rents, (6) wages, (7) pro¬ 
vident and other funds provided for labour, (8) hours of work. 
(9) industrial and labour disputes and other matters. This act 
has been brought into force by two provinces (Bombay and 
Bengal) only, since March, 1943 

Debt Legislation 

The Labour Commission made a few recommendations re¬ 
garding imprisonment for debt Under the Civil Procedure Code, 
any male debtor could be arrested and imprisoned for six months 
in execution of a decree for the payment of Rs 60 or more, and 
for six weeks in the case of a smaller sum The Commission re¬ 
commended that m the case of an industrial worker receiving less 
than Rs 100 per month, arrest and impiisonment for debt should 
be abolished As a result, in 1934, a Relief of Indebtedness Act 
was passed in the Punjab abolishing imprisonment for debt, 
except when the debtor refuses to pay a sum within his capacity 
from such property as is liable to attachment Later in 1936, the 
Civil Procedure Code was amended preventing the imprisonment 
of debtors 

An Act of 1937 exempts from attachment all salaries of 
workers not exceeding Rs 100 per month, and lays down that the 
pay of servants of Government and railway companies receiving 
more than Rs 100 per month would be exempt to the extent of the 
6rst Rs 100 and one-half of the remainder 

The Royal Commission on Labour found that there were 
“money-lenders who prey upon workers and depend upon the 
threat of violence The lathi is the only court to which they 
appeal and they may be seen waiting outside the factory gate on 
pay day, ready to pounce on their debtors as they emerge They 
recommended that besetting an industrial establishment for the 
recovery of debts should be made a criminal offence, and defined 
besetting as “loitering within the precincts or near or within the 
sight of any gate or outlet of the establishment ” This recom¬ 
mendation was subsequently adopted in Bengal Workermen’s 
Protection Act, 1935, and in the C P by the Protection of Debtors 
Act, 1937 

The Labour Commission also made certain recommendations 
regarding liquidation of debts of the workers The Government 


Report, pp 235-6 
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of India prepared a scheme to be applied to Delhi in the first 
instance but it was dropped The C P Adjustment and Liquida¬ 
tion of Industrial Workmen’s Debt Act, 1936, based on the Delhi 
Scheme provides for liquidation of debts of industrial workers 
earning not more than Rs 50 a month and whose debts exceed 
their assets plus three months’ wages 

We do not think it necessary to refer to other legislative mea¬ 
sures like the Workmen’s Compensation Act, the Trade Disputes 
Act, and the Maternity Benefit Acts which we have described and 
commented upon in other sections We append a summary of 
changes involved in the vaiious Factory Acts passed from time 
to time 

The necessity for co-ordinating labour laws, and for remov¬ 
ing inequality in labour conditions, in the Provinces as well as the 
lack of uniformity and consistency in the labour policies of the 
Provincial Governments, led the Government of India to convene 
a conference of Labour Ministers from the Provincial and State 
Administration in New Delhi in January, 1940 The decisions 
reached at the conference wore circulated to the Provincial Gov¬ 
ernments The Second Session of the Labour Ministers Confer¬ 
ence was held in January, 1941, and the third session in January. 
1942 Presiding at the Third Session, Sir Firoz Khan Noon sug¬ 
gested the desirability of having joint meetings of employers, 
workmen and Government lepresentatives in tripartite confer¬ 
ences for avoiding strikes and lockouts and handling all problems 
connected with labour, and this suggestion was followed up by 
a Plenary Conference in August, 1942 The Factories (Amend¬ 
ment) Act, 1945, which came into operation on 1st January, 1946, 
goes beyond the convention of the I L O in 1936, and provides 
10 days as holidays with pay which can be accumulated for a 
period of two years Half the wages for the holidays are to be 
paid before the worker proceeds on leave and the balance on his 
return There has been no unifoim policy m labour matters due 
to the distribution of legislative powers between the centre and 
the Provinces The labour problem needs to be treated as one 
affecting all parts of the country, and, therefore, on a national 
basis “The time has now ariived to take stock of things and to 
launch upon a bolder and more comprehensive labour policy, and, 
to this end, to consolidate and extend the labour laws into a 
labour code and provide minimum standards of legal protection 
for ensuring the economic stability and social well-being” of the 
working classes ^ 

>Rege Committee’s Report, p 387 
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It may be noted, however, that these laws are applicable to 
organised industries in British India only As Shiva Rao 
observes “In fact, taking all labour legislation into account, 
affecting factories, mines, plantations, docks, railways, harbours, 
etc, it IS doubtful whether more than 7 or 8 million at the outside 
would come within its protective influence The rest, who con¬ 
stitute by far the great majority of the industrial workers, are 
engaged in small, or what are known as unregulated industries 

Labour Welfare 

We have no accurate information about welfare work con¬ 
ducted by our employers in India It is well-known, however 
that concerns like the Railway, the Tata Iron and Steel Co, the 
Buckingham Mills in Madras, the Sassoon Group in Bombay 
and the Empress Mills in Nagpur have adopted welfare measures 
in connection with their employees These schemes of welfare 
work have been placed under experienced welfare officers But 
apart from these concerns, our Indian employers have not even 
grown alive to the need for welfare work amongst the labourers 
With the advent of Congress Ministries in the Provinces, the 
Provincial Governments have taken up the question In Bom¬ 
bay Province mainly through the efforts of Gulzari Lai Nanda, 
Parliamentary Secretary foi Labour under the Congress 
Ministry, a sum of Rs 1,20,000 was set apart in the budget of 
1938-39 for industrial welfare The example of Bombay was 
followed by the U P, Bengal, Sind, the C P and Bihar The 
Central Government has recently appointed Mr R S Nimbkar 
as Central Adviser on Labour Welfare to the Government of 
India Welfare work as undertaken by the Bombay Government 
covers outdoor and indoor recreation, the piovision of libraries, 
reading rooms, canteens, magic lantern lectures, nursery schools, 
advice on maternity and health and radio programmes Centres 
have been opened in different parts of Bombay City An Indus¬ 
trial Training Workshop was organised in Ahmedabad, to raise 
the standard of skill among the cotton textile workers The 
Labour Welfare Department m Bombay was placed under the 
direction of Mr Gulzari Lai Nanda as Honorary Commissioner 
for amenities to Industrial Labour After his resignation m 
1941, the work was transferred to the Commissioner of Labour 
Similar activities have been started in the UP at Lucknow, in 
Bengal at Calcutta, and m Sind at Karachi. 


Op clt D 210 
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CHAPTER XXII 
INDUSTRIAL RELATIONS 
Employers’ Organisations 

It IS worthwhile noting that, whereas organisations on the 
part of factory workers are of very recent growth, large-scale 
employers have long been organised in India for various pur¬ 
poses, and have constantly been consulted by the Government 
of India and Local Governments in regard to labour policy On 
the other hand, taking into account the fact that workers are 
uneducated, lacking in experience and leadership, and living 
on subsistence wages, it is a matter of satisfaction that they 
should have succeeded in organising even a few sound trade 
unions in certain industries Trade Unionism in India mav 
correctly be said to be in a very early stage of development 

(a) The first organisations of employers in India were 
associations of Europeans It is only recently tliat Indian 
employers have developed organisations of their own The 
employers’ organisations are either (1) commercial associ¬ 
ations, (2) industrial associations, (3) employers’ associations 
m the strict sense of the word The most important commercial 
associations are the Chambers of Commerce, both European .jnd 
Indian, including merchants, bankers and businessmen The 
first European Chamber of Commerce was founded at Calcutta 
in 1834, and at Bombay and Madras in 1836 The first Indian 
Chamber of Commerce was founded at Calcutta in 1887 under 
the name of the Bengal National Chamber of Commerce The 
Indian Merchants’ Chamber was established in Bombay in 1907 
Other commercial associations include the Marwari Chamber of 
Commerce, Calcutta (1900), and the South Indian Chamber of 
Commerce, Madras (1909) These organisations are not 
employers of industrial labour, but they exercise considerable 
influence on the development of the labour policy, both of the 
employers and of the Government The communal spirit has 
reflected itself, recently, even in the field of commercial organi¬ 
sations A separate Muslim Chamber of Commerce has been 
instituted, indicative of the new phase of capitalist development 
in India, when Muslim bourgeoisie competes with Hindu bour¬ 
geoisie under the slogan of Pakistan 

(b) The Industrial Associations include the Bombay Mill- 
owners’ Association (1875), the Indian Tea Association (1881) 
the Indian Jute Mills’ Association (1884), the Ahmedabad Mill- 
owners’ Association (1891) and the United Planters’ Association 
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of Southern India 1893) Moreover, as in the case of the Euro¬ 
pean Chambers of Commerce, Indian commercial and industrial 
associations have realised the need of a central organisation, 
with a view to co-ordinating their commercial and industrial 
interests, and for this purpose the Federation of Indian Chambers 
of Commerce and Industry was founded m 1927 In order to 
take part in international discussions, they have also joined the 
International Chamber of Commerce, and formed an Indian 
National Committee 

(c) The third class of employers’ organisations are associ¬ 
ations formed with the express object of dealing with labour 
questions The most important of these organisations are the 
employers’ Federation of Southern India (1920), the All-Tndia 
Organisation of Industrial Employers founded in 1933 by the 
Federation of the Indian Chambers of Commerce and Industry, 
and the Employers’ Federation of India founded by the Bombay 
Millowners’ Association in March, 1933 These organisations 
were founded in order that the employers may have a common 
labour policy for the country as a whole, and may be in a belter 
position to take part in the deliberations of the International 
Labour Conference The chief aims and objects of the 
Employers’ Federation of Southern India are to encourage the 
payment of fair rates of wages, to protect the mutual interests 
of employers and employed, and to safeguard employers against 
unfair action by workers The All-India Organisation of Indus¬ 
trial Employers and the Employers’ Federation of India have for 
their objects the establishment of harmonious relationship be¬ 
tween labour and capital, the securing of proper representation 
in the Legislatures, and the nomination of delegates and advisers 
to represent the employers at the international Labour 
Conference 

Most of these Associations are represented on Legislatures 
and Municipalities Employer members find a place on all Com¬ 
missions and Committees like the Industrial Commission and 
the Royal Commissions on Labour They exercise considerable 
influence in this way in the formulation of any policy relating 
to labour by Government. Employers’ Associations, moreover, 
play an mcreasingly active part in determining the conditions of 
labour, as most of the mdustnes are now highly organised. Thus, 
in the cotton industry the Bombay Millowners’ Association after 
a strike m 1920 reduced the hours of work to 10 m the day, before 
the Act of 1922 reduced them to 60 per week. The granting of 
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bonuses or cost of living allowances to their workers is also 
determined by the Millowners’ Associations of Bombay and 
Ahmed abad 

Labour Organisations 

The first case of collective action by Indian workers was m 
1884 when a conference of workers drew up a memorial to the 
Factory Commission It was not, however, till 1897 that an 
organisation of Labour, namely, the Amalgamated Society of 
Railway Servants was registered under the Indian Companies 
Act Later in 1907 the Postal Union, and in 1910 the Kamgar 
Hitwardhak Sabha were formed in Bombay In 1918, the textile 
workers at Madras formed an industrial organisation Since then, 
the number of such organisations has been rapidly increasing in 
almost all industries throughout the country The rise m the cost 
of living during the war and m the boom period following it, the 
consciousness of their importance brought about as a result of 
war among the labourers, and the necessity of strikes during 
1918-22 to raise wages, led to the formation of a number of trade 
unions In the development of trade unionism in India, the 
existence of the International Labour Organisation has played 
an important part The need for a Central Oraganisation to 
nominate delegates to the International Labour Conference 
stimulated not only the founding of such central organisations, 
but also the formation of individual unions 

That labour in India has been late in recognising the need 
for combination was noted as early as 1905 m a letter by the 
Collector of Bombay, to the Bombay Government “If the mill- 
owners desire to increase the hours, the operatives have no real 
powei to prevent them Their powci oi combination is as yet 
exceedingly limited a laige proportion will always continue to 
prefer to get as high wages as they can, icgardless of their own 
welfare m the long run ” Indian laboui in the early days was 
unable to combine with the object of securing a common end 
by concerted action One essential condaion for Ihc growth of 
liade unionism is the existence of a class of wage earners 
divorced from the ownership of the means of product'on In 
India, the factory worker is an agricultural labourer who retains 
his interest in land It was not till a class of workers, detached 
from the land and looking to some definite form of industrial 
employment for the means of subsistence, arose that trade 
unionism acquired a hold over the labouring population. The 

^Quoted by P P Pillai, op clt p 258 
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years that followed the close of the last war was a period of 
high prices and stimulated the formation of Trade Unions In 
1925, the total number ot Unions was reported to be 175 In 
1929, 51 Unions claiming over 190,000 members were affiliated 
to the All-India Trade Union Congress, which was formed in 
1920 to enable organised labour to send its delegates to the Inter¬ 
national Labour Conference In 1937, 63 Unions with a mem¬ 
bership of over 151,000 workeis were affiliated to the National 
Tiado Union Federation, which was formed as the consequence 
of a split at the Nagpur meeting ot the Trade Union Congress 
in 1929. The split arose on the question of boycotting the Royal 
Commission on Labour In addition, a number of unions were 
still affiliated to the All-India Trade Union Congress There were 
other unions which were not connected with either of these 
national federations 

In 1929, the All-India Tiade Union Congress was captured by 
ladicals with communist leanings The moderate section led by 
Mr N M Joshi seceded from the Congress, forming a new organi¬ 
sation known as Indian Trade Union Federation In 1931, there 
was a further split when the left wing formed the All-India Red 
Trade Union Congress A Trade Union Unity Conference called 
at Bombay in 1931 established the National Federation m 1933 
This was amalgamated with the Indian Trade Union Federation 
in 1933 In 1934 the rise of the Congress Socialist Party gave a 
further impetus to the Trade Union Movement In 1938, at a joint 
session of All-India Trade Union Congress and National Trade 
Union Fedeiation, it was decided to combine the two bodies into 
one central organisation with fifty-filty representation on the 
General Council In spite of such apparent union, Mr M N Roy 
and Mr Jamnadas Mehta foimed another organisation known 
as the Traae Union Federation at Delhi, lor wholehearted sup¬ 
port of Indian Labour for war purposes Recently, however, Ihoi e 
was a split betv/een Mr Roy and Mr Mehta on the question of 
the Government subsidy of Rs 13.000 per month granted through 
Mr Roy, to the Indian Federation of Labour for the 
purpose of carrying on war propaganda among the workers 
A resolution to this effect was dropped by the All-India 
Tiade Union Congress at Delhi in 1942 for want of 
quorum In 1937, however, the labour sub-committee of the 
Gandhi Seva Sangh projected an organisation of labour on 
Gandhiji’s principles of truth and non-violence on lines similar 
to those of the Ahmedabad Textile Labour Association This 



INDUSTRIAL RELATIONS 399 

came to be known as the Hindustan Mazdur Sangh The move¬ 
ment was accelerated by Congress with a view to getting control 
over industrial labour which during the war had not supported 
Congress palicy On 3rd May 1947 Mr Gurzarilal Nanda, the 
Secertary of the Sangh, convened a conference of all Congress 
unions and of all leading Congressmen and Trade Union workers 
As a result, a central organisation of Trade Unions based on 
Gandhian ideology of class collaboration called All-Indian 
National Trade Union Congress has been started This has split 
up the Trade Union Movement As if this split v, as not enough, 
the Socialist Party, after its secession from Congress, has started 
its own Trade Union organisation, called Hindustan Mazdur 
Panchayet It is a tragedy that leftist forces are opposing one 
another and weakening the Trade Union Movement' 

The table below shows the growth in the number of registered 
unions after the passing of the Trade Unions Act, 1926 — 


year 

Registered 

Returns 
from num - 

Total 

Average 

membership 


unions 

ber of 

membership perregls- 

1927-28 

29 

unions 

28 

100,619 

tercd union 
3,409 

1928-29 

75 

65 

181,077 

2,414 

1929-30 

104 

90 

242,355 

2,693 

1934-35 

213 

183 

284,918 

1,557 

1937-38 

420 

343 

390,112 

1,137 

1938-39 

562 

394 

399,119 

1,013 

1939-40 

667 

450 

511,138 

1,136 

1942-43 

693 

489 

685,299 

1,401 

1944-45 

865 

513 

889,388 

1,552 

1945-46-: 

1,087 

585 

864,031 

1,480 


The total income of the registered trade unions increased 
from Rs 1 6 lakhs in 1927-28 to Rs 6 9 lakhs m 1937-38, to 11 2 
lakhs in 1939-40 and Rs 17 7 lakhs in 1941-42 The average in¬ 
come per union was 4118 lor 1943-44, but declined to 3385 for 
1944-45 Thus, in spite ot the rapid development of trade 
unionism during the last few years, the resources of these unions 
are exceedingly limited and the membership comparatively small 
There are several types ot trade unions in India At the bot¬ 
tom of the scale, the Labour Commission placed the unions “which 
represent little or nothing more than the one or two men who 
fill the leading offices The object is to give a platform and a 
name to the leaders ” This type was at one time characteristic 

> The Chief Labour Commission in 1946 conducted an inquiry into the represen¬ 
tative character of the All-India T U Congress and the Indian Federation of Labour 
and concluded that the A I T U C was the most representative organisation of 
workers in India But recently the A I N T U C has been declared by Govern¬ 
ment as the most representative organisation of Indian workers 
* Excluding Punjab 
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of Bengal more than of any other province, but is disappearing 
even there The next type mentioned by the Commission consists 
of unions brought into existence for a definite and an immediate 
object They have their origin in the genuine need of the 
workers The usual form is a “strike committee” which dis¬ 
appears at the end of the strike 

Apart from these temporary unions, there are crafts unions 
like the Weavers’ Trade Unions which are combination of workers 
employed in different kinds of occupations in the same or allied 
industries Industrial unions are combinations of woikers in the 
same industry like the National Seamen’s Union of India 
registered in 1932 and the GIP Railway Workers’ Union also 
registered in the same year To the same class belongs the Girni 
Kamgar (Red Flag) Union of Bombay organised in 1928 with 
50,000 cotton mill workers Provincial and national federations 
of trade unions are also found in India The most important 
national federations are the All-India Postal and Railway Mail 
Service Conleience, the All-India Railwaymen’s Federation, the 
All-India Trade Union Congress and the National Trade Union 
Federation 

Influence of Trade Unions 

Even a superficial comparison of the figures of trade union 
membership with those of the workers employed in organised 
industries is enough to show that the unions have not succeeded 
in organising any considerable majoritv of the workers When 
we inquire into the reasons of the weakness of trade unions in 
India, there are certain obvious lactois wnich have to be taken 
into account and which have been examined by the Royal Com¬ 
mission on Labour 

(1) One serious obstacle to the development of the trade 
union movement is the migratory character of Indian laboui 
“Those who are frequently leaving an industiial centre, even foi 
short spells, and are irequently changing them employer, are less 
inclined than more permanent worlieis to maintain a constant 
interest in any organisation (2) The conditions under which 
industrial labour has to work with comparatively long hours, 
lack of leisure and a scale of pay which may well be characterised 
as subsistence pay, make it difficult lor the workers either to pay 
the small subscription which membership would involve, or to 
take a genuine interest in any activity outside their work. (3) As 
the Labour Commission observe, differences of language and race 

> Report, p 321 
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are separating factors which make it difficult for the workers to 
combine (4) There is the active opposition of the jobbers whose 
interests conflict with those of the workers (5) The lack of 
education on the part of the workers is a most serious obstacle 
in the way of organisation On account of the inability of the 
worker to take a long view of his interests, apart from his inability 
to contribute liberally to trade union funds, tiade unions in India 
have been able to achieve very little in the shape of improving 
the condition of the workers and their standard of comfort 

The Labour Commission expressed its conviction that 
“nothing but a stiong trade union movement will give the Indian 
workmen adequate protection There are strict limitations to 
the power of Government and the public to protect workmen who 
are unable to protect themselves Labour laws, indeed, imd one 
of their most effective sanctions in the support of organised 
unions ” “It IS in the power to combine that laboui has the only 
effective safeguard against exploitation and the only lasting 
security against inhuman conditions’” The Indian Trade Union 
Act, 1926, was the (ust attempt to lecognise trade unions under 
the law The Act la confined to those unions which voluntarily 
seek registration under it Unions legistered under the Act are 
lequired to furnish audited accounts, and to include a maiority 
of actual woi kers in the executive Registration confers on tiade 
unions and their membeis some degree of immunity fiom civil 
suits and criminal prosecutions After the passage of the Trade 
Union Act, 1926, the Government of India and seveial Provincial 
Governments advised the unions of their employees not to apply 
for registration This was due to the difficulty of leconcihng the 
privileges which their employees received as members of i egister- 
ed unions with then obligations under the Government Servants’ 
Conduct Rules The Royal Commission pointed out that those 
rules were framed primarily to regulate the conduct of officials 
outside the ranks of labour, and that, so far as industrial workers 
were concerned, the Government should encourage them to 
secure registration The Government has now changed its 
policy and unions of industrial workers employed by Govern¬ 
ment are required to register 

Private employers have tended to recognise unions subject to 
rules made by themselves They have refused to recognise unions, 
because they include only a minority of the class of workers 
concerned, or because another union has been already in exist¬ 
ence. Refu,sal of recognition is also due to the fact that a ujuoii 

26 
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does not dispense with the services of a particular official, or 
because outsiders are included in its executive, or because a union 
has failed to register under the Trade Unions Act. The Com¬ 
mission observe in this connection that neither the minority char¬ 
acter of a union, nor the prior existence of another union, is a good 
reason for refusing recognition “The endeavour to dictate to 
unions on the subject of their officers or leaders is equally short¬ 
sighted and unwise There can be no doubt that, under the 
conditions of factory labour in India, one of the obstacles to the 
development of trade unionism is the difficulty of finding leaders 
within the ranks of labour If trade unionism is to grow in India, 
for some time to come the leaders have to be found amongst out¬ 
siders. In some cases victimisation and more frequently the fear 
of it, gives an additional value to the outsider As the Laboui 
Commission observed, “The claim to be allowed to deal only with 
‘one’s own men’ is frequently little more than an endeavour to 
secure that the case of the men shall be presented by persons who 
are not likely to prove assertive In every country much of the 
active work of trade unions, particularly m their relations with 
employers, is carried on by persons whose livelihood does not 
depend on the employers’ will 

The Commission does not hesitate to characterise the attitude 
of the employers towards outsiders as unreasonable It even 
asserts that, if such an outsider is a dismissed employee, the 
attempt to suppress such individuals by repressing their organi¬ 
sations or by insisting on their exclusion has seldom been 
successful 

It would appear that recognition by employers in India is 
generally limited to individual employers There is very little of 
collective bargaining in the sense of negotiations between organ¬ 
isations of employers and organisations of workers The only 
trade union which has succeeded in establishing collective bar¬ 
gaining is the Labour Union at Ahmedabad, where since 1920 
there has existed a permanent arbitration board consisting of a 
representative of the Union and a representative of the Mill- 
owners’ Association Grievances are, in the first place, discussed 
between the Union and the Association , if agreement is not 
reached, disputes are referred to the arbitration board for final 
decision * 

^ Report, p 324 

Ibid , p 325 

Bombay^ Labour Memorajwlum for the GovemmSHt of 
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Indian labour is represented by trade union leaders both in 
Central Legislative Assembly and in the Provincial Legislative 
Councils such as Bombay and Bengal Trade union leaders were 
members of the Royal Commission on Labour, the Round Table 
Conference and the Indian Franchise Committee Most of these 
representatives are nominees of the Government, but the selec¬ 
tion of the trade union leaders tends to inciease the status and 
stability of the trade unions Representatives of unions have also 
attended meetings, such as the British Trade Union Congress, 
the Annual Congress oi the International Labour Organisation, 
and successive sessions of the International Labour Conference 

In spite ot the pi ogress made in recent >ears, the Indian 
trade union movement suffers from internal weakness and 
external opposition and misunderstanding It is still dependent 
on outside leadership Most of the leaders are professional men, 
lawyers and social workers and are, therefore, lacking in the 
technical knowledge and that sympathetic insight into the prob¬ 
lems of the workers, which a leader belonging to the rank and 
hie of labour is expected to possess The leaders are often con¬ 
nected with a number of unions—their attention is divided— 
and the philanthropic nature ot their work is apt to weaken their 
sense of responsibility The trade union movement in India may 
well be summed up as neither self-reliant nor financially self- 
sustaining 

Taking a widei view ot the movement, it might be observed 
that the trade union movement is a characteristic development 
of 19th century capitalism With the outbieak of the world war I, 
the trade unions assumed a qua'si-public character, with the Gov¬ 
ernment as an important, but posing as a disinterested, party In 
the countries, where labour was in power or represented a sub¬ 
stantial majority in the post-wai period, the system of Govern¬ 
ment control of wages and industrial councils directed by the 
State was continued Even in Great Britain and the USA gov¬ 
ernmental intervention was accepted by trade unions in view of 
growing distress and unemployment The outbreak of the second 
world war profoundly altered the character of trade unionism as 
a voluntary agency for the improvement of the status of workers 
Even if, with economic recovery, existing forms of capitalism find 
a new lease of life, the adoption of national economic planning 
will render superfluous the work of such agencies as the trade 
unions of earlier days, which served to protect the interests of 
the workers in a society governed by latssez-jaire principles. 
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Trade unions, in advanced countries today, have no longer to 
hght for improvement in the conditions of employment, but 
largely for a share in the management of industry 

We m India find ourselves faced with the same problem 
Shall we pass through the evolutionary stages of a capitalist 
society necessitating the further development of trade unionism, 
or shall we, profiting by the lessons of the past in the West, order 
our economic life on a basis of socialised industries, which will 
remove the need for trade union organisation for the express 
purpose of strikes by removing the conflict between labour and 
capital Shall we not convei t the unions into organisations for 
the promotion of the social and cultuial life of the workers ? 

Industrial Disputes 

The need for improved oiganisation of industrial relations 
in India is biought into evidence by the frequency of strikes 
Isolated disputes took place as early as the eighties of the last 
century, but it was not till 1918 that strikes became serious There 
were two general strikes in Bombay in 1918-19 and 1920 involv¬ 
ing about 150,000 workers, two in Ahmedabad in 1920 and 1921 
involving 30,000 and 33,000 persons During 1920 and 1921. there 
were strikes among cotton mill workers at Sholapur, postal work¬ 
ers, tramway workers and lailway shop workers, lasting from a 
fortnight to five months “ The main cause was the realisation of 
the potentialities of the strike in the existing situation, and this 
was assisted by the emeigcnce ot tiado union organisers, by the 
education which the war iiad gnen to the mt)sscs, and by a 
scaicity of labour aiising from Oio '.\pansion ol industrv, and 
aggravated by the gicat cpwlcinu of influenza ' 

Accurate data on indusliial disputes weie not asaiiable tiH 
1921, when a Labour Office w^^. established by the Government 
of Bombay More recently the Indian Labour Ga/ietto has been 
supplying detailed information logaiding industrial disputes 
The following table shows the number of disputes in India from 


1920 — 




Year 

Number of 

Workers 

Workin? 

disputes 

involved 

days lost 



Cm thousands) 

(in millions) 

.ilfi 

600 

70 

lyjib 

1 

187 

1 1 

193t 

Jbfa 

203 

24 

i'l.'O 

157 

169 

24 

’037 

379 

648 

90 

mi 

359 

291 

3.3 


* Labour Coiiimisslon Report, p 333 IpdJ)pn GMette Tebruaiy, 1SI<6< 



INDUSTRIAL RELATIONS 


405 


1942 

1943 

1944 

1945 

1946 

1947 


Number of 

Workeis 

Workini; 

disrutcs 

involved days lost 

(in thousands) (in millions) 

694 

773 

5.8 

716 

523 

23 

658 

550 

34 

820 

748 

41 

1,629 

2.023 

1,962 

12 7 

1.934 

14 6 


Of the strikes which have occurred since the post-war pciiod, 
one of the most serious was in the cotton industry m Bombay 
City in 1924 , it involved over 160,000 workers and caused a loss 
of 7 75 million working days The inimediate cause of the trouble 
was the decision of the Millowiiers’ Association to withhold the 
annual bonus, which had been granted lor 5 years, and had be¬ 
come pail ot the wages A tuithei strike caused b> the decision 
of the Bombay Millowners’ Association to reduce the dearness 
allowance by 20 per cent broke out in September, 1925 The Mill- 
owneis tlnally decided to lestore the cut, but not before the ■)tiike 
had caused a loss of about 11 million w'oiking days During 1926, 
the total loss due to strike amounted to 31 Vi million ciays There 
were 203 disputes out of which 111 were in Bombay and 60 in 
Bengal, 110 were in the cotton and woolen textile maustry The 
lecrudescence ol industrial uinest in 1937 ma> be partly explain¬ 
ed by the advent in that yeai of Populai Cloveinmcnts in the 
Pi evinces Of the 379 stiikes in that year, no less than 221 were 
m the cotton textile and jute mdustiies 

Dealing with the causes of industiial disputes, the Royal 
Commission on Labour quoted statistics to show that “ in 976 
disputes the principal demand related to the question of pay or 
bonus, and in 425 to the question of peisonnel, that is, to the re¬ 
instatement of one or moie dismissed individuals 74 strikes 
were primarily concerned with leave or hours of work, and the 
remaining 382 could not be classified m lespect ot the demand 
made” Theie can be no doubt that the strikes that broke out 
after the close of the world war I had economic reasons behind 
them In 1918, although the profits of some textile undertakings 
rose 200 per cent, the real wages of the workers had declined 
owing to rise in prices Moreovei, the workers had suddenly 
awakened to the disabilities from which they suffered in respect 
of long hours and bad conditions of work It may also be admit¬ 
ted that political influences had their share during the post-war 
period After 1922, the hours of work had been reduced and wages 
had gone up, unaccompanied by a fall in prices The period be¬ 
tween 1923 and 1927 was a period of comparative peace With the 
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advent of depression and the disappearance of profits, as well as 
the endeavours made by employers to meet the situation by im¬ 
provement in the methods of production and reduction in wages, 
there was again a marked increase in the number of strikes. 

The Labour Commission was emphatic on one matter, that 
“causes unconnected with industry play a much smaller part in 
strikes than is frequently supposed Although workers may 
have been influenced by persons with nationalist, communist or 
commercial ends to serve, there has rarely been a strike of any 
importance which has not been due entirely or largely to econo¬ 
mic reasons ”' The employers in India are instinctively inclined 
to lay the blame of strikes on agitators Every organiser of a trade 
umon in India is put down as an agitator and a fomenter of mis¬ 
chief Mr B Shiva Rao, a labour representative to the Interna- 
al Labour Conference, describes the attitude of the employer in 
a graphic way “ I have no objection to a properly constituted 
union, an employer will tell you His definition of such a umon 
is that there should be no outsiders in the executive The law 
no doubt allows it, but an employer is not bound to have dealings 
with such a union even if it be registered under the law A umon 
with outsiders is tainted and deserves no notice But let one be 
formed with only workers in it, sooner or later, the members 
of the executive find themselves one by one out of work , never, 
of course, will it be admitted, because they are active in promot¬ 
ing the union—but it happens every time ” - 

Added to this hostility on the part of the employers is the 
support which the employers received from Government “ The 
full strength of the Government, from the highest official to the 
village policeman, is behind the employer ’’ What the employers 
have failed to realise is that, even in the absence of trade unions, 
workers can always form themselves into strike committees, and 
clever selfish demagogues may foment trouble, whereas stable 
trade unions might secure advantage both to the workmen and 
their employers As the Cawnpore Labour Enquiry Committee 
observed “ A strong union is an invaluable asset in several ways 
and is an insurance against unauthorised, irregular and lightning 
strikes ” 

Prevention and Settlement of Disputes 

Reviewing the methods for prevention or settlement of dis¬ 
putes, the Royal Commission on Labour considered the part that 
might be played by works committees Such committees had 

> Report, p 335 

•'•India Analysed” Vol II of 1934, p -41 
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been working for some years in the Buckingham and Carnatic 
Mills. They pronounced the results “disappointing.” “In the 
minds of many employers there is the belief that works commit¬ 
tees will provide a substitute for trade unions, while these are 
regarded by trade union leaders as rival institutions, deserving 
of no encouragement ”The only instance where a works com¬ 
mittee met with success is at Ahmedabad, where the influence of 
Gandhiji, trusted by workers and employers alike, had been in¬ 
strumental in the settlement of disputes 

In 1921, representative committees were set up in Bengal 
and Bombay to consider the possibility of alleviating industrial 
unrest The Bengal Committee rejected as inapplicable to Bengal 
all schemes involving an element of compulsion by law, and ad¬ 
vocated the settlement of disputes by agreement through joint 
works committees In case of strikes in public utility services, a 
conciliation board was to be set up on application of one or both 
of the parties, the Board to rely on public opinion to get its tind- 
ings accepted In the case of other disputes, a conciliation board 
was to be constituted at the express request of both parties A 
conciliation panel was formed and reconstituted every year, as 
the result of this recommendation, but its services were never 
quisitioned 

The Bombay Committee recommended the standardisation 
of wages, the undertaking ot housing and welfare work, the es¬ 
tablishment of works committees and the recognition of trade 
unions For the settlement of disputes, the Committee recom¬ 
mended that legislation should be passed providing for the estab¬ 
lishment of courts of enquiry, composed of representatives of em¬ 
ployers and employees After the results of the enquiry had been 
made public, and if necessary, the court might be entrusted with 
the duty of conciliation The Court of Enquiry could be set up at 
the request of either of the parties No action was taken on the 
recommendations of this Committee- 

The Trade Disputes Act of 1929 empowered Local Govern¬ 
ments, or the Central Government where the employer is a 
department of the Central Government or a railway company, to 
refer “ any matters appearing to be connected with or relevant 
to ” an existing or apprehended dispute to a court of enquiry, or 
to refer the dispute to a board of conciliation , the same action 
must be taken on the application of both the parties to a dispute 
A court of enquiry is to consist of one or more independent per- 

1 Report, p 342 

> Labour Gazette. April, 1922. 
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sons appointed by the Local Government or the Governor-Gen¬ 
eral , a Board of Conciliation may consist of an independent per¬ 
son as Chairman and two or four members who may be inde¬ 
pendent persons or representatives of the parties, or of one 
independent person The duties of the Court of Enquiry are 
confined to the investigation of the matters referred to them, 
and to reporting to the authority which appointed them Boards 
of Conciliation, on the other hand, are charged with the duty of 
attempting to effect “ a fair and amicable settlement,” and if no 
settlement is reached, then of reporting to the appointing au¬ 
thority The statutory obligations of the public authorities end 
here, reliance being placed on public opinion to induce the parties 
to accept the recommendations made m the report 

The question (a) whether it should be made obligatory on 
the public authorities to refer disputes to arbitration and (b) 
whether force of law be given to the findings of the tribunals 
were examined by the Labour Commission, who found both these 
proposals open to serious obiections The Commission, however, 
expressed the hope that the authorities would make greater use 
of their poweis to appoint couits of enquiry or boards of concili¬ 
ation This opinion was obviously based upon prior knowledge of 
industrial disputes between 1921 and 1928 There were 22 dis¬ 
putes in this period in which boaids of conciliation or courts of 
enquiry were appointed, and in most of them the award was 
accepted by both sides But Government still remained indiffer¬ 
ent and apathetic to the use of this machinery Though there 
were more than 500 disputes during the period 1929-1933, only 
two courts of enquiry and two boards of conciliation were ap¬ 
pointed by Government Between 1928 and 1936, although 11 
disputes were settled by conciliation or arbitration, only in three 
of them was action taken by the Provincial Governments under 
the Trade Disputes Act When the Congress Governments first 
came into power in the Provinces in 1937, within a year of their 
assumption of office, 15 disputes weie referred to committees of 
enquiry and boards of conciliation with remarkable results Under 
their regime, “ the right of the workers to form unions has been 
conceded by the employers Wages have been increased—parti¬ 
cularly for the textile workers Holidays with pay have been 
recommended, and in some centres granted by the employers , 
schemes of sickness insurance are being evolved, and will form 
the basis of legislation or voluntary agreement at several cen¬ 
tres ” • 

»Shiva Rao, “Industrial Worker in India ’’ 1939, p 198 
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The Trade Disputes Act ot 1929, modelled on the British 
Trade Disputes Act of 1927, rendered general strikes and lock¬ 
outs illegal on the ground that such strikes may compel the Gov¬ 
ernment to take or abstain from taking any particular course of 
action It required a fourteen days’ notice of strike in public 
utility concerns 

The Act was amended in 1932 embodying, recommendations 
of the Royal Commission on Labour to protect members of en¬ 
quiry courts or conciliation boards fiom pio^ecution for disclosure 
of confidential information relating ^o trade unions or individual 
business In 1934, the Act was made permanent 

In 1934, the Bombay Trade Disputes Connlialion Act was 
passed to provide for the settlement ot disputes by conciliation 
and for certain other purposes In tne hist mstarce, the Act was 
applicable to the textile industry in the Cit\ and suburbs of 
Bombay but the Local Government lias been given the power to 
extend it to othei parts of the province It pro^’ided tor the cre¬ 
ation of a Conciliation Board with the Labour Commissioner as 
ex-ofFicio chief conciliator and a Government Labour OtTicer to 
guard the workers’ interests 

In 1938, the Bombay Industrial Disputes Act was passed under 
the regime of the Congress Ministiy which leplaccd the Act of 
1934 The Act divided trade unions into “representative,” “re¬ 
gistered ” and “ qualified “ A tiade un'on was legistered if it had 
a membeiship of 5 per cent of the total number of workers and 
was recognised by the employers, or if it had 25 per cent mem¬ 
bership independently of the employers’ recognition A union 
with only 5 per cent membership not lecognised by the employ¬ 
ers became a “qualified” union Af<registered union which had 
a membeiship of 25 per cent ot the total number ot workers for 
a continuous period of six months became a “ representative ’ 
union In the absence ot a registered union, the workers could 
select five workers trom their own ranks to represent their case 
Three distinct steps were provided before a strike or lock-out 
could be declared Notice had first to be given Negotiations would 
follow, and if an agreement was reached, it would be registered 
If no settlement was reached, the contending party had to submit 
a full statement of its case The dispute w^as recorded and the 
chief conciliator submitted a report to the Government Finally, 
in case of failure the Government could refer the matter to a 
Board of Conciliation During the conciliation proceedings, strikes 
and lock-outs were illegal So far, conciliation was not obli- 
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gatory but now it was made compulsory Stiikes and lock-outs 
before the completion of conciliation proceedings were declared 
illegal, but the acceptance of award was not obligatory. 

There would be no doubt that the Bombay Trade Disputes 
Act deprives Labour of an effective instrument without any com¬ 
pensatory advantage The regulations regarding the registration 
of unions, though modified in the final bill, were likely to encour¬ 
age unions favoured by employers ‘ Looking to the fact that in 
almost every country the Government is always on the side of 
the employers in cases of industrial disputes, the deprivation of 
the strike weapon, even for an interim period of four months 
during which the conciliation machinery is to operate, can only 
be regarded as a serious obstacle in the way of the workers in 
their attempt to improve their status Strikes will always be re¬ 
garded as sudden by the employers Government will always 
endeavour to maintain law and order in case of strikes The act 
under the circumstances cannot unreasonably be characterised as 
reactionary, on the whole 

In almost every industrial country legislation has been pro¬ 
vided to penalise strikes and promote peaceful settlements of 
disputes Such legislation when wisely administered has not been 
without its use It has not, however, put an end to industrial 
conflicts , and strikes continue even where they have been de¬ 
clared illegal The explanation for the persistence of strikes lies 
in the double purpose for which it is employed Firstly, it secures 
protection in the enjoyment of recognised rights, and such pro¬ 
gress as society tends to sanction But, in the second place, strikes 
have also a revolutionary character It is a challenge in a capital¬ 
ist society by a weaker party to the ruling interests This is what 
makes compulsory arbitration in the long lun a vain method of 
dealing with strikes- In a capitalist society with its marked 

' It is interestini; to note m this connection what the Bombay Textile Enquiry 
Report says "Thouph the fear of company unions being established may not be 
justified. It must, be admitted that the condition of 25 per cent membership for a 
representative union is very dUTicult to fulfil and its imposition may operate as a 
hindrance in the way of encouraging the growth of trade unions ’ (p 379) It 
is also significant that the original bill had proposed 50 per cent membership which 
had to be reduced to 25 per cent owing to strong opposition 

s Cf Tawney, ‘Acqulsitlive Society," 1922. p 116 “The simplicity of the 
remedy is so attractive that it is not surprising that the Governments of industrial 
nations should coquet from time to Ime with the policy of compulsory arbitration 
After all, it is pleaded, it is only analogous to the action of a supernational authority 
the assumption that their equity is recognised and their permanence desired 
Compulsory arbiration is the opposite of any policy which such an authority could 
pursue either with justice or with hope of success For it takes for granted the 
stability of existing relationships, and intervenes to adjust incidental disputes upon 
the assumption that their equity is recognised and their permanence desired In 
industry, however, the equity of existing relationships is precisely the point at 
issue A League of Nations which settled the quarrel between a subject race and 
its oppressors, between Slavs and Magyars, on the assumption that the sub¬ 
ordination of Slavs to Magyars was part of an unchangeable order, would rightly 
be resisted by all those who think liberty more precious than peace A State 
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inequalities not only of income but of privilege and power, the 
strike IS the inevitable weapon which the weak employ against 
the strong In a country like India, where labour has not yet been 
properly organised, where the poverty of the working classes 
makes prolonged strikes difficult and agonising, and where the 
traditions of non-violence render unlikely some of the effects of 
strikes, to deprive labour of the right to strike can only mean 
the perpetuation ot the poverty and helplessness of the working 
classes The Bombay Industrial Disputes Act, 1938 had made 
conciliation compulsory In 1941, by an amendment of the Act, 
arbitration was made compulsory in certain ca^es The Bombay 
Industrial Relations Act, 1946, wholly leplace^ the Act of 1938, 
and introduces the principle of compulsoiy aibitration Apart 
from compulsory conciliation, the Act empowers Government to 
refer any dispute between employers and employees to the arbi¬ 
tration of an industrial court in case of danger to tlir public 
peace, serious or prolonged hardship to a large section of the 
community or serious effects on the industry concerned “ In 
public interest ” is so construed as to rule out the possibility of 
any strike The right to srike is completelj- taken away Strike 
is forbidden during the pending of arbitration proceedings and 
the award of Government 

The Act presci ibes two months in the aggregate as the period 
of completing all stages of conciliation proceedings Judicial 
bodies like Labour Courts may be established to deal with small 
disputes An industrial court, consisting of three or more peisons 
of the status of High Court Judges, is to be appointed to arbi¬ 
trate on cases referred to it by Government, and to act as a 
final court of appeal The award of the court is final and cannot 
be challenged Internal machinery in the shape of joint com¬ 
mittees for the settlement of disputes is provided A new classi¬ 
fication of Trade Unions is mtioduced under the Act, a new class 
of “ approved unions ” being added A union can apply for regis¬ 
tration as “ approved union ” on fulfilment of certain conditions 
and on an undertaking to make full use of the machinery provid¬ 
ed by the Act It is granted certain piivileges denied to other 
unions This is an attempt to foster the growth of Trade Unions 
on the Ahmedabad model based on class collaboration ideology 
It IS significant that no minimum membership is prescribed for 
an “ approved union ” any small group of workers can apply for 

which, in the name of peace, should make the concerted cessation of work a legal 
offence, would be guilty of a similar betrayal of freedom It would be solving 
the conflict of rights between those who own and those who work by abolishing 
the rights of those who work " 



412 


OUR ECONOMIC PROBLEM 


recognition as an “ approved union ”, if it agrees to abide by the 
conditions laid down in the Act 

The Central Government has also replaced the Trades Dis¬ 
putes Act, 1929, by the Industrial Disputes Act, 1947, and provides 
for its uniform application throughout British India The Act 
incorporates all the important features of the Bombay Act It 
authorises the setting up of a machinery for the double purpose 
of prevention and settlement of industrial disputes It empowers 
Government, whether Central or Provincial, to require indus¬ 
trial establishments within its jurisdiction employing more than 
100 members to set up Works Committees, composed of an equal 
number of representatives with a view to remove causes of fric¬ 
tion in day to day work between employers and employees The 
workers’ representatives are to be appointed after consultation 
with the Trade Unions This is the preventive machinery The 
Act, further, provides tor the appointment of conciliation officers. 
Board of Conciliation, Courts of Enquiry and Industrial Tribu¬ 
nals for the purpose of dealing with disputes when they arise 
or aie apprehended 

A distinction is drawn between ordinary mdustiial estab¬ 
lishments and Public utility services In the event of disputes 
arising in the former. Government may intervene through the 
conciliation officers, if it considers it expedient in public inter¬ 
est to do so It is compulsory for Government to intervene only 
when a majority of persons belonging to both parties to the dis¬ 
pute apply to it for a settlement But m the case of disputes in 
public utility services, Government shall intervene under all 
circumstances and appoint the necessai y machinery according to 
the need of the situation During the pending of settlement pro¬ 
ceedings, strikes and lock-outs are prohibited 

This new labour legislation passed by our national Govern¬ 
ment at the Centre and in the Provinces (other Provinces have 
enacted similar laws) must cause concern to labour, inasmuch 
as the only weapon of labour against exploitation and injustice 
has been taken away No doubt, at a time of crisis like the 
present, the paramount need for the country is industrial peace 
The great increase in the number of industrial disputes in recent 
years is a cause of alarm, but mere legislation prohibiting strikes 
will not solve the problem It is regrettable that an Act like this 
should have been sponsored by a Premier who had himself op¬ 
posed compulsory arbitration in the past Industrial unrest is not 
peculiar to India but is a world wide phenomenon England with 
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a Socialist Government today is unable to prevent strikes The 
last war has made the woikers more and more conscious of their 
rights They had to fight at every step for increase in wages 
Employers with very rare exceptions have shown themselves 
hostile and continue to do so It is not unnatural, therefore, that 
labour should get more and more restive If the proper remedy 
for labour unrest is improvement in the condition of the workers, 
so that the immediate cause of friction might be removed, 
we readily recognise that our national Government have been 
moving in this direction New Zealand was ono of the first to 
introduce compulsory arbitration in the last decades of the 1.9th 
century , and yet it has not been a land without strikes Absence 
of strikes moreover is not tantamount to industrial peace 

The laws dealing with our new Tiade Union development 
are a reflection of the development of capitalism m our country 

Minimum Wage Legislation 

Alongside of collective bargaining there has developed of 
late in some countries the fixing of minimum wages by legisla¬ 
tion Proposals have long been mooted in vaiious provinces of 
late for legislation in this direction The Cawnpore Labour En¬ 
quiry Committee recommended fixing of a minimum wage of 
Rs 15 per month The Bombay Textile Labour Enquiry Commit¬ 
tee which was asked to examine the wages paid to workeis and 
to enquire into their adequacy or inadequacy in relation to a 
living wage standard, recommended an immediate increa'^e in 
wages on a sliding scale, ranging from 3 annas in the rupee on a 
wage of Rs 13-8 to an annas in the rupee in a wage of Rs 75 per 
month The Royal Commission on Labour observed that the maj¬ 
ority of witnesses whom they examined desired the fixing of 
wages for industrial workers at a level sufficient to provide a rea¬ 
sonable standard of living The Commission recommended that, 
before a minimum wage fixing machinery could be set up, it was 
necessary to select the industries in which there was strong pre¬ 
sumption that the conditions warranted detailed investigation, 
and that the conditions in such industiies should be carefully 
surveyed If the results of investigation indicated a need for mini¬ 
mum wage fixing machinery in certain industries, the necessary 
legislation might be undertaken 

The employers in India have never shown any willingness to 
adopt either a sliding scale or favour minimum wage legislation. 
The Cawnpore proposal of fixing the minimum of Rs 15 per 
month seem^ to be hopelessly inadequate The argument on the 
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part of the employers that either a fixed minimum or a sliding 
scale may be too liberal for the industry to bear is based upon 
the usual assumption in a capitalist society, that the primary con¬ 
cern in the working of an industry is the ensuring of profits, and 
not the welfare of the human labour that makes such profits 
possible In a period of war stress, wage rates are automatically 
raised to secure maximum production At the end of the war, 
employers have not found it difficult to pull down wages 

Although there is general agreement as to the beneficial 
effects of minimum wage laws on the workers, it has been point¬ 
ed out that there is a tendency for the minimum to become the 
maximum and for reducing the differential between skilled and 
unskilled wages The International Labour Conference adopted a 
Convention in 1928, whereby the ratifying States agreed to fixing 
minimum rates of wages in poorly-organised trades, where wages 
were exceptionally low The Government of India declared their 
inability to enter into any commitment, nor did they give any in¬ 
dication of possible ratification There can be little room for doubt 
that in a countiy like India, with a level of wages that cannot 
even be regarded as adequate to the needs of physical existence, 
and where labour organisation is still m its infancy, minimum 
wage legislation with a proper machinery for wage adjustment 
to price trends is an effective method for improving the status of 
the workers 

The Bombay Textile Labour Enquiiy Committee came to the 
conclusion that the wages of the workers were quite inadequate 
to meet the standard requirements of food, clothes, etc They 
expressed their inability to fix up any minimum wage due to the 
complexity of the problem, but recommended Trade Boards for 
the purpose in which the representatives of capital and labour 
would jointly, by discussion and conciliation, fix the wage In 
the Trade Boards system, the control of wages rests to a large 
extent with the trade itself, without any outside interference, and 
it IS a guarantee against sudden and undue rise of wages, as well 
as against competitive wage reduction But such a system pre¬ 
supposes the ability of labour to properly formulate its demands, 
which IS impossible in the present stage of our unorganised, 
illiterate and ignorant labour Moreover, we need not suppose 
that the Trade Board would be able to solve the general problem 
of low wages or industrial unrest, for these go to the very 
foundation of the present economic system Mere absence of 
strikes is not industrial peace, which presupposes industrial de¬ 
mocracy - • • 
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CHAPTER XXIII 
INDUSTRIAL EFFICIENCY 

The term “ efficiency ” m connection with human labour 
creates, it may be said, more problems than it solves The classic¬ 
al economists conceived the problem as one of achieving the 
maximum return with a minimum outlay From the point of 
view of the businessman, that method of production is most effi¬ 
cient which yields the largest output at the lowest money cost 
From the point of view of labour, that method is most efficient 
which yields the largest output at the lowest cost in terms of 
fatigue, monotony and accidents—the lowest human cost In 
the last resort, it should never be forgotten that efficiency has to 
be 3 udged by the relation between human costs incuired and 
human benefits produced, and one of the most difficult problems 
of Social Science is to devise a measure in terms of which they 
could be compared 

Efficiency in an individual may be defined as ability to bring 
his scarce resources, be they human labour, intellectual effort, or 
any material agent of production to bear on the achievement of 
results m the productive process Estimates of relative efficiency 
in individuals or nations are sought to be arrived at bv different 
methods , but each method has its own limitations 

Comparisons are sometimes made of the number of workers 
required in India and in other countries for accomplishing a cer¬ 
tain quality of work Such comparisons disregard differences in 
the conditions of work, in machinery, in the nature of raw mate¬ 
rials, climate, environment and other factors In spite of the diffi¬ 
culties involved in such comparisons of relative efficiencies of 
workers in different countries, it is not altogether valueless to 
consider estimates of the efficiency of workers in different coun¬ 
tries on the basis of the evidence submitted to the Royal Com¬ 
mission on Labour by employers m India Thus, according to the 
Cotton Yarn Association, Ltd, in a Japanese mill 18 operatives 
look after 1,000 spindles, whilst in India 30 to 31 operatives have 
to be employed for the same number of spindles This comparison 
may be misleading, if interpreted too literally, but it conveys 
some idea of the difference So also in respect of weaving, 48 
men are required to look after 100 looms in Japan, whereas in 
India 98 are employed In the evidence submitted by Mr Sasa- 
kura of Japan to the Labour Commission, the following table is 
tobefound**' 
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Total No of Total Total 

operatives wages per 100 

bill looms 

per day per day 
Rs Rs 

Japanese mill 840 looms 115] (weaveis) 39 78 

140 (all girls) 334 21 39 78 

Bombay Standaid 840 looms 465 920 37 109 56 

Manchestei Mill (Bomoay) 800 

looms 318 680 78 85 09 

With the intioduction of efRciency schemes in a few mills m 
Bombay in 1927, it w’as expected that millowners would be able 
to rationalise then plants and standardise processes with a view 
to raising the level of output Industrial unrest and falling prices 
had led the millowneis ol Bombay to introduce schemes of ration¬ 
alisation The effects ol rationalisation upon the spinners are best 
illustrated by the following table — * 

Number of Operatives Required to mind 60,000 Spindles 
Count Ordm.'iy Diaft HightDialt Oidmaiy Draft HighDiait 

Before Rationalisation After RalionalWation 

20 1,311 liJt 511 4d'J 

10 875 741 167 4Jb 

40 927 744 106 312 

80 917 682 302 225 

In View of the lesuHs indicated in the table, there is no won¬ 
der that with relative abundance of labour, there has been strong 
opposition to rationalisation schemes by labourers, due to tear of 
unemployment and lowering of wages It must, however, be re¬ 
membered that the employers naturally resort to i ationalisation 
in order to reduce costs of production, whenever there is labour 
unrest, and demand for higher wages which, if accepted, would 
neutralise the advantage of cheap labour Ordinarily labour being 
comparatively very cheap, there is no incentive to introduce 
rationalisation 

In the jute industry, it was pointed out in evidence before 
the Commission that “ one foreign worker either in Dundee or 
the Continent has to do work that requires the services of two 
operative in India ” In the coal mining industry, where the wages 
are low and the workers are migratory and labour recruited from 
hill tribes, it was found that whereas in India 131 tons of coal 
were produced per annum per worker, in Great Britain 250 tons 
of coal were produced per worker, in America 780 tons, and in 
Transvaal 436 tons - In the iron and steel industry, the Indian 

1 "Wages and Unemployment in the Bombay Textile Industry,” Government of 
Bombay, 1934, p 17 

■■Evidence of the Chief Inspector of Mines in India^Report of Labour Com* 
nussdOQ, VoL IV, Put I p 234 
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workman was said to be not so strong physically as the Europ¬ 
ean workman, and it was pointed out that the Tata Iron and Steel 
Works employed, m relation to output, a far greater number of 
workmen than a similai plant did in Western countiies 

It has to be remembered that when comparisons of this kind 
are made, the conditions of work are not the same Better faci¬ 
lities are given to the workers m foreign countries by way of 
tools and machinery than are given to Indian workers On the 
other hand, it has been said that machinery )s run faster m 
Eastern than in Western countries In America, machinery is 
relatively cheap and labour dear An attempt is, thoiefore, made 
to obtain maximum results by attaching vast amounts of machin¬ 
ery to one labourer His productive capacity is fully utilised, 
even though he may have so much machinery under him that 
some of it IS always idle In India conditions are very different 
Due to cheapness of labour, maximum results are sought by 
applying a larger number of labourers to a single machine The 
productive capacity of a machine has to be fully utilised, even 
though so many labourers are employed that some are always 
idle “ In the one case, machines are kept m abundance so as to 
derive the largest return from expensive labour, while in the 
other, cheap labour is kept m abundance in order to secure the 
largest return from the expensive machinery ” '■ 

It is also observed that the efficiency of Indian labour has 
improved during the past few decades This opinion is not fully 
shared by all observers The opinions of present-day mill officials 
are divided There is undoubtedly improvement in the efficiency 
of labour, but the improvement in the product per machine has 
been greater We have also the view expressed by the Tariff 
Board, when examining the case for protection of the match in¬ 
dustry, that the number of employees in an Indian match factory 
“ does not much exceed the standard prevailing in European 
countries,” and “ it is probable that in the immediate future the 
number will be still further reduced ” It also refers to the re¬ 
markable progress in the efficiency of Indian labour, and observes 
that “ there is reason to believe that, in a well-organised Indian 
factory, labour charges form a smaller item in the cost of manu¬ 
facturing matches than is the case in other countries ” 

The Factory Worker 

Admitting, however, as correct the statement of the Royal 
Commission on Labour that the Indian industrial worker “pro- 

> Buchanan, op cit, p 378 
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duces less per unit than the worker in any other country claim¬ 
ing to rank as a leading industrial nation," let us briefly review 
the main characteristics of Indian factory labour, which may be 
regarded as weaknesses, and the causes that may be regarded as 
responsible for these deficiencies We have already noticed some 
of these characteristics in other sections Factory labour is re¬ 
cruited m the mam from villages The breaking up of the isola¬ 
tion of the village by better communications, and the prospect of 
finding employment in the town, attracted those landless labour¬ 
ers who were hitherto supported by the village in exchange for 
menial services The farmers who were deprived of their lands 
by the money-lender, and those who farmed uneconomic strips 
of land, were also drawn to the town where they found work in 
the slack agricultural season The factory worker who comes 
from the village keeps his family m the village, and goes back 
to the village for reasons of health or to attend to his farm His 
work IS, therefore, often irregular, he can never reconcile him¬ 
self to the rigorous discipline of the factory The Factory Labour 
Commission of 1908 observed that, “ the Indian factory worker 
is in general incapable of prolonged and intense effort He mav 
work hard for a comparatively short period, but even in such 
cases the standard obtained is much below what would be expect¬ 
ed m similar circumstances in any European country His natural 
inclination is to spread the work he has to do over a long period 
of time, working in a leisurely manner throughout, and taking 
intervals of rest whenever he feels disinclined for further exer¬ 
tion " 1 

The average worker in a textile mill, it was alleged by the 
Commission, spent from one and a half to two hours everyday, in 
addition to statutory mid-day interval, away from his work The 
loitering habit of the worker was accounted for by Dr T. N Nair 
m a dissenting minute attached to the Factory Commission’s re¬ 
port as due to prolonged hours of work It was ‘a device to re¬ 
duce the intensity of labour as a safeguard to his own physical 
well-being ’ “ The experience of other countries,” stated Dr Nair, 
“ that short hours of work have also reduced the interruptions in 
the course of the day, has been realised at least in one mill in 
India, and in the face of this fact to charge the Indian labourer 
with ingrained habits of idleness is the refuge of the sweater.” 
The Commission themselves recognised that, with a reduction in 
the hours of work and with better supervision, it was possible to 
train the workers to regular and steady habits. 

^Report pp 18 et seq 
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Another characteristic of Indian labour is its intermittent 
character Generally speaking, about 10 per cent of the labour 
force in any industry is always absent and not less than 30 per 
cent IS off at harvest time. This feature of Indian labour is fami¬ 
liarly known as ‘absenteeism ’ Absenteeism, observes the Report 
of the Labour Commission, “is an omnibus term, covering ab¬ 
sence from many causes There are few managers who can say 
precisely which workers are away because they are idling, which 
are kept away by sickness, and which have gone on lioliday mean¬ 
ing to return Even workers who have lett with an intention of 
returning may be treated for a time as absentees “ ^ 

Few organised industries in India grant leave of absence 
with pay to workers Absence without permission is punished by 
fines or dismissals Moreover, jobbers treat workers who return 
after leave of absence as newly engaged workers from whom a 
commission must be taken for re-employment Whatever the 
cause, absenteeism is to some extent the result of a lack of provi¬ 
sion for holidays and leave Such absenteeism results m a large 
amount of labour turnover in all industries The Labour Com¬ 
mission found that in a large number of factories fresh employ¬ 
ees engaged each month were 5 per cent of the total establish¬ 
ment, thus giving an annual turnover of 60 per cent This high 
rate of labour turnover involves constant readjustment on the 
part of the workers to new factories and new machinery and 
methods It also involves a lack of personal contact between the 
management and the workers and finally a loss of efficiency on 
the part of both management and labour Another feature of 
Indian labour, as the result of the rural bias, is the relative in¬ 
efficiency of the worker in the more skilled industries 

The conditions under which the workers have to work are 
by no means satisfactory In a hot country like India, the fac¬ 
tories have been built on the models of British factories They 
do not possess enough of light and ventilation It is only com¬ 
paratively recently that the Government of India has appointed 
an expert to advise as to proper types of humidification devices 
which would not injure health No adequate facilities are pro¬ 
vided in the shape of medical aid, pure water, sanitary latrine 
arrangements, dining sheds, and facilities for bathing so very 
necessary in a tropical country like India All these are element¬ 
ary facilities which would very favourably react on the efficiency 
of labour , and yet these are sadly neglected by our capitalists 
m their greed for profits Duties so grossly neglected by employ- 

* Report, p 26 
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ers have been enforced by legislation. A Press Note (1937), 
which the Government of Bombay had to issue laying down its 
labour policy, makes satisfactory dining accommodation and ade¬ 
quate medical aid a legal obligation on the employers 

We need not repeat here what we have said in another sec¬ 
tion regarding the insanitary living conditions and their effect 
on efficiency ^ 

Leaving the discussion of the relative inefficiency of Indian 
labour, when we inquire into the causes of this inefficiency, we 
have to take into account a variety of factors If, in the first place, 
industrial efficiency is to be traced back to racial characteristics 
in so far as such efficiency involves inventive genius and mental 
ability in general, India has had a tradition going back to very 
remote times of having developed sciences like algebra and astro¬ 
nomy, medicine and architecture 

(2) Efficiency depends upon elements m the physical en¬ 
vironment like temperature, moisture, and the topography of the 
country The heat and humidity in our country are unfavourable 
to a long life and to health and vigour The damp air of the rainy 
season is exceedingly enervating, and there are months which are 
too hot for strenuous and quick movements It is not surprising 
that under such conditions the factory worker is not stimulated 
to work by all the attempts on the part of his employer, nor in¬ 
crease his production He refuses to be speeded up The tropical 
conditions are also said to be favourable to the growth of patho¬ 
logical organisms They bring diseases like cholera, malaria and 
hook-worm, which either cause premature death or sap the 
vitality of the workers We must not, however, forget that human 
intelligence can considerably modify the operation of the condi¬ 
tions of human welfare concerned with climate and humidity 
Micro-organisms can be brought under control, and diseases can 
be eliminated, as has been already done in Panama and Manilla 
and other parts of the world The dry and hot atmosphere of the 
workshop can be changed into one of cool comfort by refrigera¬ 
tion and humidification By a change in the working hours, much 
of the mid-day heat can be avoided 

(3) We have discussed elsewhere the low wages of the 
workers and their effect on efficiencyIf we compare the differ¬ 
ent centres of industry, we find that efficiency of workers usually 
varies with the level of wages A gradual increase in the level of 

‘See section on Efficiency and Environment in the chapter on "Industrial 
Labour” 

»See section on Wages 
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wages has been followed by an increase m efficiency as has been 
proved in the case of Ahmedabad. Wage levels in Ahmedabad 
were lower than in Bombay 25 years ago, and the Ahmedabad 
workers were less skilful than the Bombay workers at that time. 
The Ahmedabad wage level first caught up the Bombay level 
and then surpassed it, and to-day it is definitely higher. The 
Ahmedabad millowners admit that the efficiency of their workers 
has increased , and the Bombay millowners allege that it has so 
far increased that even with the higher rates, the labour costs 
per 1,000 spindles or 100 looms in Ahmedabad is lowei than the 
corresponding figures in Bombay ^ 

(4) A vital factor that has to be taken into account in con¬ 
sidering the inefficiency of Indian labour is poverty and disease. 
The abject poverty of the people of India is a truism. Even Gov¬ 
ernment have on various occasions admitted the existence of 
poverty among the masses Thus to take an illustration ‘ There 
is a vast amount of what can only be termed dangerous poverty 
in the Indian villages—poverty that is to say of such kind that 
those subject to it live on the very margin of subsistence ” ^ It 
has been calculated that the annual amount of gram available for 
food from 1900 to 1922 was only 47 8 million tons as compared 
with 81 million tons required for the population In other words, 
food consumption m India fell short of the needed consumption 
by more than a third ^ As we have shown elsewhere, the per 
capita amount of food consumed by the Indian masses is even 
below the prison ration 

With starvation there is disease Small-pox, cholera and in¬ 
fluenza are always with us It has been said that the entire rural 
population in Madras and 70 per cent of the population in Bengal 
suffer from hook-worm The causes for the prevalence of disease 
are sought in ignorance and poverty Some people lay a large 
share of the blame on climate , there are others who assert with 
greater reason that assuming sanitary surroundings, proper food 
and housing and proper rules of hygiene, there should be no more 
room for diseases on a large scale in warm countries than in cold 
Major Norman White, the Sanitary Commissioner with the Gov¬ 
ernment of India, declared in 1917 that the weaker physique and 
lower vitality of the Indian worker which have caused him to be 
labelled “ inefficient ” are due to removable pathological causes 
such as malaria and hook-worm infection Both are prevalent in 

ID R Gadgil, “Regulation of Wages and the Problem of Industrial Labour In 
India,” 1943, p 85 

3 “Moral and Material Progress in India,” 1927-28. p 97 

■Zutshi, “Population and Subsistence in India.” in Modem Review. September. 
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India, and both are preventible Recent experiments have shown 
that the output of labour which has been treated for hook-worm 
has increased by as much as 25 per cent and this surprising in¬ 
crease in efficiency has been accompanied by a reduction of dis¬ 
ease of all kinds ^ A dispassionate American observer, writing in 
1934 remarks, India is only at the dawn of the age of hygiene 
and IS a great breeding ground for some of mankind’s most viru¬ 
lent disease enemies ” ^ 

Apart from hook-worm, the commonest disease in. India is 
malaria 14 29 out of 24,89 deaths per thousand of the population 
in 1927 weie ascribed to fevers, of which the most important is 
malaria “No part of India is free from this scourge and the 
number of days of work which are lost every year on this account 
must run into many millions The members of every class and 
occupation m India are affected, and not only the actual days lost 
are to be counted but the weakening effects of malaria on the 
human system must also be taken into consideration, for it saps 
the energy and reduces the efficiency of its victims ” ' As Shiva 
Rao points out, “ The plain and terrible fact being that the amount 
of quinine available in India is far too inadequate under exist¬ 
ing conditions, quinine is a costly luxury for the vast maionty 
of those who are chronic victims Besides malaria, there are 
diseases due to diet deficiencies, rickets claiming 2 3 million cases, 
and night blindness claiming 3 6 million victims Cases of tuber¬ 
culosis are estimated at 5 million 

That India has not improved in health in recent years is indi¬ 
cated by the fact that there has been no improvement in the aver¬ 
age length of life among the people since 1881, whereas in Eng¬ 
land and Wales it increased from 42 years in 1885 to 47 8 years in 
1910 and 63 at present, and in America from 43 years in 1890 to 
62 in 1938 The ultimate effect of ill-health arising from starv¬ 
ation and disease is inefficiency so far as factory labour is con¬ 
cerned The poverty of the labourers is explained as due to their 
inefficiency, but it is easily forgotten that low wages are as 
much the cause as the effect of the inefficiency of labour In 
this connection the Rege Committee observe “ It has been 
fashionable for a number of years now to justify the low wage 
level of the Indian industrial worker on the ground of his alleged 
inefficiency. Numerous comparisons are often attempted such as 
that an average Lancashire girl m a weaving shed can do the 

'Pillai, op clt p 249 

3 Buchanan op cit p 384 

* “Moral and Material Progress in India," 1927-28, 14-15 

*Op cit p 73 

® See section on Positive Checks in the chapter on "The Human Factor ” 



INDUSTRIAL EFFICIENCY 


423 


work of SIX Indian cotton mill operatives, etc Such opinions 
usually emanate from individual employers who desire to sweat 
their labour Very few time and efficiency tests are taken Effi¬ 
ciency in the weaving shed does not necessarily depend upon the 
efficiency of the operatives, but is largely dependent also on the 
efficiency of the machinery, the conditions of work, and the effi¬ 
ciency of the management itself” “The alleged inefficiency of 
the Indian worker is largely a myth 

(5) Next to disease, ignorance as indicated by illiteracy and 
absence of training opportunities may bo regarded as another 
factor responsible for inefficiency A very small proportion of the 
factory workers are able to read and write in any language In 
1931, only 8 per cent of the total population of India was consi¬ 
dered even literate Literacy amongst some of the castes fiom 
whom factory workers are drawn is indicated by the following 
figures — 


Bombay Presidency 

Literate 

Maiathas 

J per cciic 

Mharb, Holiyas, Dheds 

1 5 

Chamars 

1 0 

Kunbis 

0 5 

Bhiis 

0 2 

Bihar and Orissa 


Santals 

0 4 

U P. 


Chamars 

012 „ 

many years, there has been 

a demand tor establishing 


schools in factories where those who work half time can be edu¬ 
cated Generally, there has been small attendance m the schools 
owing to indifference on the part of employeis and employees 
alike Children of 9 to 14 who had worked half day were not in 
a fit condition for study It often happened that officers took halt- 
timers to work as full timers when the supply of labour was 
short The employees were half-hearted Adult education is 
scarcely thought of As for technical education, as the principal 
of a technical institute m his evidence before the Industrial Com¬ 
mission observed, “At present there is no means for Gujarati- 
speaking men to understand the principles” of mechanical en¬ 
gineering, In 1939-40, there were only 9 engineering and techni¬ 
cal colleges and 642 schools in the whole of India for industrial 
education 

(6) We have discussed elsewhere the bearing of our social 
and cultural institutions on economic life It has been alleged 
that one of the causes of industrial inefficiency is the religiosity 

1 Report, pp 381-82 
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and other wordliness of our people Is it necessary to refute in 
detail such a wide generalisation There is hardly any religion 
in the world which has not exalted the spiritual above the mate¬ 
rial, and has not dwelt on the momentariness, even the sordidness, 
of earthly goods and gratifications We should then have to say 
like the Russians in the early days of their socialist experiment, 
that religion is an opiate of the people, for it teaches them to put 
up with poverty and disease and even injustice And yet, it is 
interesting to note that those who bring forward this charge of 
other-wordliness against India are themselves most piously 
shocked at the godless State which socialism or communism is 
supposed to represent* Thus, if it be said that the Law of Karma 
saps economic incentive today, and Moksha is but a solace, and 
escape from life for the incapable, it only means that we have to 
search deeper into the causes of this pathological outlook on life 
into which a whole people has landed itself 

(7) We must certainly take account of the social environ¬ 
ment in considering the causes of industrial inefficiency The 
caste system has often hindered free mobility of labour Most of 
the important industries have drawn the lower classes, generally 
devoid of education The zenana which is a Mohammedan custom 
has influenced the Hindus, and has interfered with the freedom 
of action of women, and deprived them of educational opportu¬ 
nities To that extent, it prevents India from fully utilising the 
physical and mental resources of a third, if not, half of the indus¬ 
trial population 

(8) Another important point that is many a time over¬ 
looked while discussing the efficiency of labour is the comparative 
inefficiency of management This cause may not be found in all 
cases But there can be no doubt that m some cases inefficient 
management is responsible for a comparatively inefficient out¬ 
put 

When we talk of the low efficiency of Indian labour, we must 
remember, as Buchanan points out, that “ Indian labour has had 
much to contend against in a trying C'limate, inefficient manage¬ 
ment, poor materials (especially in cotton) and a low standard 
of living, aggravated by an oversupply of labour and intense 
competition ” * 

The economic policy of the British Government—or shall we 
say the lack of it ’—has retarded the growth of modern indus¬ 
tries The indifference towards problems of health and education 
has contributed towards this retardation Subjection involves a 

lOp cit, p 386 
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moral degradation, the loss of initiative and enterprise and the 
presence of an inferiority complex, all of which have a direct 
bearing upon industrial efficiency 

Industrial efficiency in any country is not easy to achieve, 
alone makes it possible for India to develop her natural resources 
the verge of starvation, where the death rate and the birth rate 
are high, the average length of life less than half that of the West¬ 
erner, and the opportunities for education, both general and 
technical, so few 

Freedom to plan the entire economic life in all its aspects 
alone makes it possible for India to develop her natural resources 
with the help of labour that can compare in efficiency with 
labour in other countries The problem of efficiency is not a 
question merely of getting more output from labour For as Mar¬ 
shall observed, whereas in the case of the non-human factors of 
production our objective is minimum cost, here, in the case of 
labour, the objective is not only a higher standard of life for the 
labourer, but the creation of an environment m which labour 
feels that it can co-operate on a footing of equality with the own¬ 
ers of capital, and has, therefore, a voice m the shaping of indus¬ 
trial policy 

CHAPTER XXIV 

FISCAL POLICY 

Government in Relation to Industries 

The traditions of laissez-faire, to which Great Britain was 
committed were brought to bear upon the attitude of the Govern¬ 
ment of India towaids industries from 1857, when the Crown 
took over the responsibilities of governing India from the East 
India Company In earlier days, Indian industries had always 
expected and received support from the rulers of the land The 
bulk of Indian educated opinion was convinced from the begin¬ 
ning of the present century that industrialisation was a necessity 
for India, and that the Government should actively assist this 
process by legislation Sir Alfred Chatterton in the Madras 
Presidency was the first to start with Government support an 
aluminium industry This was followed by the introduction of 
chrome-tanning which led to the establishment of a vigorous in¬ 
dustry In 1905, a separate Department of Commerce and Industry 
was created m the Government of India In 1908, a Director of 
Industries was appointed in Madras There was a prospect of 
other provincial Governments following in the wake of Madras, 
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which was, however, checked by an unexpected pronouncement 
in 1910 by Lord Morley In a despatch to the Government of 
India, (July 29th, 1910) refusing to approve of the creation of a 
Department of Industries in Madras, he wrote, “ The policy which 
I am prepared to sanction is that the State funds may be expend¬ 
ed upon familiarising the people with such methods of produc¬ 
tion as modern science and the practice of European countries 
can suggest, further than this the State should not go, and it 
must be left to private enterprise to demonstrate that these im¬ 
provements can be adopted with commercial advantage my 
objections do not extend to the establishment of a bureau of 
Industrial Information, or to the dissemination from such a centre 
of intelligence and advice regarding new industries, processes or 
appliances, provided that nothing is done calculated to interfere 
with private enterprise” These orders resulted in the abolition 
of the Department of Industries in Madras 

A strong protest was lodged by the Indian Industrial Con¬ 
gress In 1911, the Madras Legislative Council adopted a resolu¬ 
tion inviting the Secretary of State to reconsider his decision, 
and the proposals of the Local Government were supported by 
the Government of India The Department of Industries in 
Madras was reconstituted m 1914 In other provinces, similar 
spade work on new processes in various industries were under¬ 
taken when the war broke out, closing Europen markets for raw 
material, and resulting in the contraction of commerce with the 
West The war compelled the Government to abandon its laissez- 
faire attitude, and to develop a number of industries with State 
assistance and under State management Summing up the posi¬ 
tion before the outbreak of the first world war, the Industrial 
Commission observed “ This account of the effort made by 
Government for the improvement shows how little has been 
achieved owing to the lack of a definite and accepted policy, and 
to the absence of an appropriate organisation of specialised ex¬ 
perts Such experience as has been gained is chiefly of a negative 
character ; much valuable time has been lost, during which sub¬ 
stantial advances have been registered, and the outbreak of war, 
which should have proved an opportunity to reap the fruits of 
progress has served mainly to reveal and accentuate startling 
deficiencies ” ^ 

The Indian Industrial Commission was appointed in 1916 
with Sir Thomas Holland as President to report upon the possi¬ 
bilities of further industrial development in India But their 

» Report, p 82 
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activities were limited by the proviso that their recommendations 
should not be incompatible with the existing fiscal policy of the 
Government of India The Commission presented their final re¬ 
port in 1918 Their recommendations involved two fundamental 
principles (1) that in future Government should play an active 
part in the industrial development of the country, and (2) that 
Government cannot undertake this work unless it was provided 
with adequate administrative equipment and with reliable scien¬ 
tific and technical advice The mam activities of Government 
were to include research, industrial and technical education, com¬ 
mercial intelligence, direct assistance both technical and finan¬ 
cial, and the purchase of stores They suggested the establish¬ 
ment of an Imperial Department ot Industries administered by a 
member of the Viceroy’s executive Council 

“ It IS,” the Commission observed, “ a most important duty of 
the Government of India to provide the machinery required to 
ensure that uniform development alone will make tjie coun¬ 
try self-contained, both economically and for purposes of defence 
From this point of view, India’s most prominent present defi¬ 
ciencies are the absence of provision for the smelting of metals 
and consequent production of alloys, the manufacture of chemi¬ 
cals and the utilisation of the by-products of destructive distil¬ 
lation of coal and wood, the manufacture of rubber, now export¬ 
ed m a raw state, the preparation of foodstuffs for transport, the 
production of the better qualities of leather and the utilisation of 
the natural wealth of the forests for the lecovery of drugs, essen¬ 
tial oils and dyes In addition to the production of these essential 
materials, the organisation on a large scale is also necessary of 
manufacturing operations for the production of articles, many of 
which will probably not be undertaken in the near future with¬ 
out some form of Government guarantee or support This applies 
especially to the manufacture of electrical machinery and certain 
special forms of mechanical plant, such as internal combustion 
engines, machine-tools and heavy steel forgings In most of these 
enterprises, it is obvious that only Government can be expected 
to give an effectual load ” ’ 

Critics of the Industrial Commission have remarked that 
the appointment of the Commission was a time-serving proposi¬ 
tion Apart from the exclusion of the fiscal issue in the terms of 
reference, the actual development of events might appear to lend 
support to such a criticism No, action was taken on the recom¬ 
mendations of the Commission After 1918, the few industries 

^Report, p 233 
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which had been established, due to the falling off in imports from 
abroad, and to the needs of military equipment, either stagnated 
or decayed It was difficult for them to face the competition in 
peace times of other advanced industrialised countries 

In the meantime, the British Government in virtue of the 
promises held out to India in 1917, had committed itself to a 
policy of decentralisation Industry became a provincial subject 
under the Reforms Act of 1919 The responsibility for industrial 
development devolved upon the provinces with their limited fin¬ 
ancial resources and still more limited technical equipment 

That the recommendations of the Industrial Commission 
were frustrated by the Reforms Act of 1919 is acknowledged even 
by A G Clow who claims to give us an objective statement of 
the history of the relations between the State and Industry m 
India under the Reforms Constitution “ The general result was 
a separation of the sphere of influence of the Central and Local 
Governments in respect of the development of industries ” “ The 
Government of India,” he continues, “ were also able to exercise 
some influence on the development of industries by means of 
their purchasing activity In all other directions, their power to 
advance the industrial progress of the country was restricted. 
Local Governments, on the other hand, were unable to adopt 
protective policies In other directions, the powers which they 
could exercise were in theory at least almost unlimited But they 
had to face serious financial difficulties, and the two features 
which the Industrial Commission had regarded as the chief 
obstacle to progress, namely, the lack of a definite and accepted 
policy and the absence of an appropriate organisation of special¬ 
ised experts, remained after the reforms ” ^ 

Fiscal Policy; Early History 

In the early days, the East India Company was interested in 
improving those Indian industries from which its export trade 
was largely drawn The company looked with favour upon the 
manufactures of cotton and silk piece-goods, although such a 
policy met with opposition from vested interests in England 
These were “ at one time sufficiently powerful to insist that the 
Company should concentrate on the export from India of the raw 
material necessary for manufactures in England ” - During the 
19th century, laissez-jaire views gradually gained ground both in 
England and in India The East India Company working in co¬ 
operation with English industrial interests used the tariff in a 

1A G Clow, “The State and Industry ” 1928,, pp 24-5 

=■ Industrial Commission Report, para 105 
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manner harmful to Indian cottage industries The duties on raw 
produce were at the rate of 3^4 per cent, while those on manu¬ 
factured articles ranged upto 5 per cent After the repeal of the 
Corn Laws in 1846 in England, a new policy of free trade was 
foisted on the British Dominions overseas What was good for 
England was assumed to be good for her colonies and dominions , 
and the very country, which had imnosed high import duties on 
articles like cotton and silk goods from India, now preached the 
gospel of free trade When the Crown took over the administra¬ 
tion of India from the Company, budgetary difficultier> compelled 
increase in import and export duties in spite of the free trade 
slogan In 1859, the general rate of impoi^^ duties was laised from 
5 to 10 per cent and the duty on cotton yam trom to 5 per 
cent In 1874, the Manchester Chamber of Commerce in a memo¬ 
rial to the Secretary of State stated that, under the 3^2 per cent 
duty on cotton goods, a protected cotton manufactuung industry 
was springing up in India, and further that “ a large number of 
new mills are now being projected, and the revenue 1 rom import 
duties will be consequently diminished ” A Committee ap¬ 
pointed in 1874 by the Government of India rejected the demand 
for repeal of the cotton duties The Secretary of State not satis¬ 
fied with the result of the enquiry asked for explanation why 
changes were not submitted for his approval fiist, and observed 
that “ Parliament will not allow the only remnant within the 
direct jurisdiction of the English Government to levy protective 
duty hostile to English manufactures ” “ Whether the question be 
regarded as it affects the consumer, the producer of the revenue, I 
am of opinion that the interests of India imperatively require the 
timely removal of a tax which is at once wrong in principle, inju¬ 
rious in its practical effects and self-destructive in its operation ” 
In 1879, Parliament passed a resolution recommending the 
removal of duties on cotton in India The Finance Member, Sir 
John Strachey, in his financial statement observed that, while he 
felt as strongly as any man the duties which he owed to India, 
there was no higher duty than that which he owned to his 
country, but at the same time, cotton goods were the sole articles 
of foreign production which people consumed in India, and there 
was no possibility of deriving a large customs revenue from any¬ 
thing else In 1878, m spite of budgetary difficulties Government, 
in the teeth of considerable opposition, carried the Finance Bill 
exempting coarser cotton goods from duty by certification by the 
Viceroy In 1894, with the fall m the sterling value of the rupee. 
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fresh taxation was necessary and the Government proposed a 
general tariff of 5 per cent on all imports. The Secretary of State 
removed cotton yarn and cotton piece goods from the list, and 
subsequently agreed to the inclusion of cotton goods on condition 
that a countervailing excise duty was imposed on cotton goods 
manufactured in India Accordingly in 1895, the 5 per cent im¬ 
port duty on cotton piece goods and cotton yarn was supple¬ 
mented by a 3V^ per cent excise duty in India The Finance 
Member had to admit that only about 6 per cent of the Indian 
manufactures entered into competition with Manchester goods, 
and that inspite of his convictions he had to obey orders imposed 
from above 

When the question of Imperial Preference was raised for the 
first time in the early years of the 20th century, the Government 
of India turned down the proposals With the outbreak of the 
war in 1914, the tariff rate was raised from 5 to 7% per cent, the 
duty on imported cotton goods bemg included in the list But the 
excise duty was left untouched in spite of agitation from Lanca¬ 
shire Even the London Times commenting on this agitation had 
to observe “The Indian cotton excise duty has always been 
politically, economically and above all morally indefensible 
Opposition to it unites every class in India, from the official mem¬ 
bers of the Government to all members of the Indian commu¬ 
nity It has made a grave breach in the moral basis of the British 
control of India ” ^ In 1921, with a huge deficit facing the country, 
a special duty of 20 per cent ad valorem was imposed on motor 
cars, silks, etc, and the general ad valorem duties were raised at 
first to 11 per cent and subsequently to 15 per cent But no 
change was made in the cotton duties, as the legislature would 
not have agreed to an increase in the countervailing excise duty 

Generally, it may thus be observed that the fiscal policy of 
the Government of India remained based upon Free Trade prin¬ 
ciples down to 1923 If higher levels in tariff rates were adopted, 
they were adopted for purely revenue purposes This may be 
indicated by the following table —- 

Customs Revenue during 1909-1923 
(In lakhs of rupees) 


Year 

Import 

duties 

Export 

duties 

Total 

customs 

Total Percentage 
revenue of custom 

1909-14 

7,99 

15,30 

9,24 

66,70 

to revenue 
13 9 

(average) 

1914-15 

8,07 

83 

8,90 

62,86 

14 1 


* London Times. March 5th, 1917, quoted by C N Vakil in "Industrial Policy o£ 
India," p 43 

■Adarkar, "The Indian Fiscal Policy," 1941 p 422 
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Tear 

Import 

duties 

Export 

duties 

Total 

customs 

Total Percentage 
revenue of custom 

1919-20 

15,43 

4,81 

4,84 

20,24 

117,37 

to revenue 
17 2 

1920-21 

23,15 

27,99 

116,80 

23 9 

1921-22 

27,64 

4,50 

32,14 

113,15 

24 4 


The Fiscal Autonomy Convention 

The war of 1914 had brought about the establishment of a 
few industries and had aroused public interest in the possibili¬ 
ties of protection The Industrial Commission had stressed the 
necessity for industrialisation in India The Commission was 
expressly excluded from discussing questions of fiscal policy, 
but it pleaded for a more active part m the industrial develop¬ 
ment of the country by the future Government In 1921, the Sec¬ 
retary of State in a despatch to the Government of India, accept¬ 
ed the principle underlying the Fiscal Autonomy Convention, 
which had been recommended in 1919 by a Joint Select Commit¬ 
tee of both the Houses of Parliament The Select Committee 
observed, “ Whatever be the right fiscal policy for India, it is 
quite clear that she should have the same liberty to consider her 
interests as Great Britain, Australia, New Zealand, Canada and 
South Africa In the opinion of the Committee, therefore, the 
Secretary of State should as far as possible avoid interference on 
this subject, when the Government of India and its legislature 
are m agreement” 

The Fiscal Commission 

In 1921, a Fiscal Commission was appointed to examine the 
tariff policy of the Government of India with Sir Ibrahim Rahim- 
toola as president The Majority Report recommended a policy 
of ‘ discriminating ’ protection of a halting character for a coun¬ 
try like India, with the potentialities hitherto smothered for an 
all-round industrial development There can be no doubt that 
the term, ‘discriminating’ was intended to give a semblance of 
respectability to the recommendations of the Commission, for no 
one desires an indiscriminate tariff policy for this country The 
use of the term was an indication of a half-hearted compromise 
on the part of men afraid, perhaps, of being charged with revo¬ 
lutionary proposals in a field, where free trade had been accept¬ 
ed by economic orthodoxy as a sound principle The formula 
adopted by the Fiscal Commission laid down the general condi¬ 
tions to be satisfied by an industry before protection could be 
granted (1) The industry must be one possessing natural advan¬ 
tage, such as an abundant supply of raw material, cheap power, 
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a sufficient supply of labour or a large home market Such ad¬ 
vantages will be of different relative importance in different in¬ 
dustries, but they should all be weighed no industry which 
does not possess some comparative advantages will be able to 
compete with them (successful industries of the world) on equal 
terms, and, therefore, the natural advantages possessed by an 
Indian induslry should be analysed carefully, m order to ensure 
as far as possible that no industiy is protected which will become 
a permanent burden on the community (2) The industry must 
be one which without the help of protection either is not likely to 
develop at all or is not likely to develop so rapidly as is desirable 
in the interests of the country The main object of protection 
IS either to develop industries which otherwise would not be 
developed or to develop them with greater rapidity (3) The 
industry must be one which will be able to face world competi¬ 
tion without protection “The protection we contemplate is a 
temporary protection to be given to industries which will even¬ 
tually be able to stand alone An industry in v/hich the advan¬ 
tages of large-scale production can be achieved, i e m which 
increasing output would mean increasing economy of production 
IS, other things being equal, a particularly favourable subject for 
protection Another class of industry which should be regarded 
with a favourable eye is that, in which there is a probability that 
m course of time the whole needs of the country could be sup¬ 
plied by the home production 

The Minority Report signed by the President and four others 
stated that their leasons for writing a dissenting minute were 
(a) “ The main recommendation has been hedged in by condi¬ 
tions and provisos which are calculated to impair its utility (b) 
In places the language is half-hearted and apologetic (c) We are 
unable to agree with the views of our colleagues on Excise, 
Foreign Capital, Imperial Preference, and the constitution of 
the Tariff Board ” 

The mam criticism that can be offered about the three con¬ 
ditions on which discriminating protection was to be granted is 
that the Commission failed to take a proper view of the indus¬ 
trial problem of the country as a whole An industry which 
applies for protection must show that it is one possessing natural 
advantages Does this mean that it must possess all such advan¬ 
tages f Obviously this could not be the interpretation The enu¬ 
meration of the advantages was only illustrative Otherwise the 
words “ such as ” and “ or ” could not have been introduced. The 

> Fiscal Commission Report, pp 45 et aeq 
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Commission further said in laying down the first condition “ no 
industry which does not possess some comparative advantages 
will be able to compete with them on equal terms,” lest such a 
protected industry becomes a permanent burden on the commu¬ 
nity Not even in highly industrialised countries can any in¬ 
dustry fulfill all these conditions Most of them have to rely to 
a greater or less extent upon the imports of raw materials and 
upon foreign markets Moreover, no country in the world has 
been able to develop its industries without the advantage of an 
early momentum, or a protective policy Quite apart from pro¬ 
tection, the Governments of civilised countries have fostered 
their industries by shipping facilities, by the ^rant of bounties, 
by favourable railway rates, by industrial research, and even by 
active control and guidance of industiial enterprises Never m 
the history of any country has protection been granted in such a 
half-hearted, halting, reluctant manner as in India, a country 
ailing from all the ills of an unbalanced economy predominantly 
dependent on agncultuie, and possessing immense potentialities 
for industrialisation 

It has also been pointed out that if an industry fulfils the 
requirements of the first condition, that is, if it possesses full 
natural advantages, it is impossible for it to fulfil the second 
condition at the same time For, in that case, the industry does 
not need any protection from the very beginning An industry 
must have been in existence, and must show that it could not 
make headway without protection 

The Majority Report observed, in conclusion, in a most 
apologetic manner that the industrial development of India 
would not take place at the expense of British interests 
“ India,” they observed, “ for many years to come is likely to 
concentrate on the simpler forms of manufactured goods, and 
these are piecisely those in which the United Kingdom has the 
smallest interest Growing prosperity will bring a wider range 
of needs and these will be translated into a more extensive de¬ 
mand for British goods ” ' The Minority were more frank when 
they stated, “ We believe that the industrial backwardness of 
India IS in no way due to inherent defects among the people of 
India, but that it was artificially created by a continuous process 
of stifling, by means of a forced tariff policy, the inborn indus¬ 
trial genius of the people ” - 

'Fiscal Commission Report, p 148 

»Ibid . p 180 
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The Tariff Board 

Following upon the Report of the Fiscal Commission, a reso¬ 
lution was adopted by the Legislative Assembly in 1923 recom¬ 
mending to the Governor-General m Council among other things 
“ that in order that effect may be given to these recommendations 
(of the Fiscal Commission) a Tariff Board should be constituted 
for a period not exceeding one year m the first instance, that 
such Tariff Board should be an investigating and advisory body, 
and should consist of not more than three members, one of whom 
should be a Government official, but with powers to co-opt 
other members foi particular inquiries ” The Tariff Board usual¬ 
ly consisted of a President and one or two members The tenure 
of office varied from a few months to as much as eight years As 
the appointments were made by the executive which was not re¬ 
sponsible to the legislature, one can well realise the difficulties 
of an impartial outlook on the part of a board constituted in this 
manner The Fiscal Commission had suggested the establishment 
of a permanent board, with a view to securing a continuity of 
policy The actual practice of appointing different boards at 
different times made for inefficiency Such a practice hampered 
quick decisions There was no permanent machinery of the board 
to keep a continuous record of statistical and other information 
The delay involved in gathering such information entailed enor¬ 
mous losses to the industries concerned The procedure adopted 
in the working of the Tariff Board was also significant. In the 
first place, there had to be an elaborate application by the in¬ 
dustry concerned to the Commerce Department, if the Com¬ 
merce Deparment was satisfied that a prima facie case had been 
made out, the application went to the Tariff Board In the next 
place, the Board issued a communique inviting representations 
from industrialists and also a questionnaire The Board visits 
factories, collected relevant data and recorded written state¬ 
ments in addition to oral evidence Thirdly, the report of the 
Board was submitted to the Commerce Department that had to 
decide whether any, and how much, piotection should be granted 
Fourthly, the proposals were embodied in a Bill for the consider¬ 
ation of the legislature As such a bill was a money bill, the 
legislature had no right to increase the rates of duties proposed 
Fifthly, the Governor-General could exercise his power to veto 
if he so chose There could not be a more effective method of 
delaying and stifling any proposals for protection which involved 
4 conflict of interests between Britain and India 



FISCAL POLICY 


435 


The Case for Protection 

The main argument of the classical economists in favour of 
free trade is the theory of mternational values based on com¬ 
parative costs and geographical division of labour Trade un¬ 
hampered by restrictions is mutually beneficial both as between 
individuals and classes within any single nation, and as between 
one nation and another Those, however, who unquestioningly 
accept the free trade principle forget certain historical facts 
which have determined the evolution of this principle Economic 
theory in England is an analytical study of its mechanism of 
economic life If England has adopted a free trade policy from the 
early years of the last century, abandoning mercantilism which 
is another form of protection, it was the result of the historical 
accident that the industrial revolution first started in that coun¬ 
try in the field of textile and engineering industries at a time, 
when she had a large market not only in her own dependencies, 
but in the industrially backward countries of the world Classical 
economic thought in England reflected economic practice and was 
dominated by the assumption that a principle which favoured 
the growth of economic life in England would equally favour the 
development of other countries 

As a matter of fact Germany and the USA revolted against 
the dogma of free trade and built up a highly industrialised or¬ 
ganisation by a policy of protection The infant industry argu¬ 
ment, or, as it was sometimes called, the infant country argu¬ 
ment, which found expression m the writings of List and Carey, 
was incorporated by later English economists like Mill and Pigou 
as a permissible exception to the free trade principle 

In the second place, after the end of the first world war the 
world as a whole definitely abandoned the free trade policy, and 
almost every country was urged by a desire for economic self- 
sufficiency to put up trade restrictions and tariffs, destroying the 
last vestiges of free international trade. Instead, trade was 
carried on by unilateral or bilateral agreements Even Great 
Britain abandoned her free trade policy in favour of a scheme 
of preferences within the Empire, which meant a protective 
policy against the rest of the world. 

Moreover, when it is asserted that free trade between one 
nation and another is mutually beneficial, there is an assumption 
that the nations do trade freely on a footmg of equality, that 
neither political dependence of one country upon another, nor the 
accidents of historical evolution, exist to defeat the free flow of 
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surplus goods Schmoller expressed the difficulties about free 
trade in very clear terms when he observed “ The free traders 
forget that unrestricted free trade between all countries brings 
about increasing sales and rising prosperity for the countries 
favoured by Nature and historic development but, in the case ol 
those neglected by Nature, it may easily rob them of their indus¬ 
tries or even in certain circumstances, of their population No 
people with a national consciousness can permit that without de¬ 
fending itself The consolation that free trade is effecting a cheap¬ 
er and better production somewhere else m the world cannot 
satisfy the countries thus injured ” * 

It IS a historical fact that in the early days of the Company 
India had a comparatively balanced economic life, exporting only 
its surplus luxury goods which lured the commercial interests of 
Great Britain In the course of the 19th century this economic 
balance was lost The disappearance of cottage industries due to 
the influx of cheap machine-made goods resulted in the loss of 
its occupational equilibrium, compelling the country to fall back 
on an already overtaxed agricultural production with a resultant 
diminution in wealth Under these circumstances, the free ex¬ 
change of raw materials for finished goods, however much it 
may have benefited Great Britain, could never be said to have 
benefited India If free trade between India and Great Britain 
has brought about an increasing ruralisation m the country with 
an increasing population of unemployed or half-employed labour¬ 
ers on land, it is little comfort to be assured that the consumers 
in India have benefited by cheaper imports 

The only sound basis on which India can demand protection 
IS the claim for economic self-sufficiency If Great Britain can 
claim and aspire to economic self-sufficiency within the Empire, 
such a policy might be beneficial to the self-governing dominions 
but not necessarily to a dependency Economic dependence in the 
shape of a one-sided exchange of raw materials for finished goods 
may not be desirable from the point of view of one of the parties 
to the exchange “ International commerce between nations that 
are equal in status, enjoy equal opportunities, making free con¬ 
tracts, that exchange not raw materials for finished goods,” but 
genuine surpluses which involve no sacrifice for consumers, “is 
alone beneficial to humamty; such commerce redounds to the 
mutual benefit of both parties to the exchange But a one-sided 
trade relation in which a dependent country year after year parts 
with its very life-blood in the shape of food and raw materials 

1 Quoted by Adarkar, op cit p « 
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to another country that gives its tawdry manufactures m ex¬ 
change IS the simplest type of economic exploitation, the obvious¬ 
ness of which escapes notice only by the magnitude of the scale 
on which it IS carried on 

Protection at its best is the assertion of the principle that 
the function of the State is not confined to securing peace and 
order but extends far beyond to the ordering and regulation of 
the material conditions for the growth of a commercial life It 
is based on the idea that every social group calling itself a nation 
shall employ its organised efforts for securing the conditions of 
a full life for its members If during the days of second world 
war India was called upon to devote all its resources to the multi¬ 
plication of the arms and equipment necessary for waging war, 
we might well insist that in times of peace all our resources 
should be utilised for the promotion of our well-bemg, not only 
by tariffs, but by the fostering of technical education, by the 
organisation of pioneer industries, by granting of loans and credit 
facilities, and in the last resort by socialising all industries con¬ 
nected with our national welfare by legislative control, if not by 
direct management We must also remember that ultimately the 
problem of our industries is insoluble except on a plan of inter¬ 
national co-ordination of tariff and currency policies Whatever 
the United Kingdom and the USA. may say, it is not possible 
for relatively backward countries to sacrifice tariff autonomy in 
the interests of so-called “ international co-operation ” Though 
we plead for protection with a view to rapid industrial develop¬ 
ment and to securing a balanced economic life, we are forced to 
take note of the regrettable fact that protected industries like 
cotton and sugar have failed to do their duty towards the masses 
during the crisis of the second world war and the post-war years 
They have been callous and indifferent to the interests of the 
consumers they have been equally apathetic towards labour * 
they have subordinated all other considerations to profit making 
In the light of this experience, it is essential that the grant of 
protection to any industry must be conditional on safeguarding 
the interests of labour and consumers If any industry refuses 
to accept these conditions, and yet needs protection in national 
interests, the only remedy would appear to be nationalisation of 
the industry The grant of unqualified protection to industries 
m private hands is absolutely undesirable. Our industrialists have 
been weighed in the balance and found wanting 

'P A Wadia, The True Basis of Protection for India" m Economic Journal, 
June, 1924 
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Discriminating Protection at Work: (a) Iron and Steel Industry 

Following the resolution of the Legislative Assembly in 1923, 
the first industry to apply for protection was the Iron and Steel 
industry After the end of the last war, this industry had to meet 
the competition of foreign producers There was dumping by 
foreign producers that had serious consequences for the Indian 
industry. The Tariff Board of 1924 found that the industry satis¬ 
fied all the three conditions laid down by the Fiscal Commission 
and that it was also entitled to protection as a basic industry. In 
their report, the Board observed that the amount of protection to 
be given was measured by the difference between the price at 
which steel was imported into the country and the price at which 
the Indian manufacturer could sell at a reasonable profit The 
difference between the two prices would indicate the height of 
protection necessary and specific duties were recommended on 
different kinds of rolled steel ranging from 30 to 45 rupees per 
ton and also duties on wrought iron, railway wagons, tin-plates, 
wire and wire-nails and agricultural implements When it was 
found that these duties were not a sufficient protection against 
dumping, further increase in duties was urged by the Board. 
Though the Government recognised the need for protection, they 
preferred the grant of bounties not exceeding Rs 50 lakhs in any 
year Accordingly, bounties at the rate of Rs 20 per ton on 70 
per cent of the weight of the steel ingots produced, subject to a 
maximum of Rs 50 lakhs, were paid during 1924-25 The Finance 
Member gave as a reason for preferring bounties to import duties 
the excessive burden on consumers of steel which additional im¬ 
port duties would involve In 1925, the Board was again asked to 
examine the question of protection, and they recommended a 
bounty of Rs 18 per ton for a period of eighteen months ending 
March, 1927, subject to a maximum of Rs 90 lakhs The Gov¬ 
ernment, whilst they accepted the finding of the Board that 
further assistance was necessary, reduced the bounty from Rs 18 
to Rs 12 per ton, and the maximum amount from Rs 90 lakhs to 
60 As the result of protection, the production of finished steel 
increased by leaps and bounds 

In 1927, the Tariff Board advocated for the first time what 
was inconsistent with the prmciple of discriminating protection, 
namely, preferential treatment of British as against non-British 
steel The Board assumed that British prices were stable, that 
British steel was synonymous with standard and tested steel, 
that a system of uniform duties would involve an mcrease in the 
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cost of railway bridges, irrigation schemes and industrial wolks, 
and recommended differential duties, as below — 



Basic duty on all 

Additional 

V , 

steel 

duty on son> 


(Rupees per ton) 

British steel 



(Rupees pe ton) 

Rails 

13 

— 

Fish Pates 

6 (levenueduty) —— 

Galvanised Sheets 

38 

—— 

Sleepers 

10 

— 

Structurals 

19 

11 

Bars 

2b 

11 

Plates 

20 

16 

Black Sheets 

35 

24 


While the basic duty was based on the difference ttween 
British and Indian prices, the additional duty was levie upon 
non-Bntish steel It has been said that these differentiaduties 
were instrumental in delaying the rapid developmenbf the 
Indian industry by giving a preference to the British pducers 
The next phase in the history of the iron and steel dustry 
was the Ottawa Trade Agreement of 1932 by which thimport 
duty on galvanised sheets imported from non-British untnes 
was fixed at Rs 83 per ton, while that on sheets impoid from 
Great Britain was reduced to Rs 53 per ton, if the sHs were 
made of non-Indian steel, and Rs 30 if made of bim steel 
Brtish manufacturers were to use Indian steel as fa* fpossible 
Inda also retained the right of free entry for Innapig iron 
and steel It was a curious method of applying th pnciple of 
disciiminating protection to send the raw materia a’oad to be 
fimsied into the final product The Tariff Board of declared 
“ Tht renewal of the Agreement in its present fcmwll be im- 
prtctcable ” They noted with satisfaction the pijrJs made by 
the industry, in capturing 72 per cent of the Ina market, in 
rediang works cost, and m modernising its plsf- ’hey recom- 
meided the imposition of excise for replacing ic customs re- 
veme lost to the Government by reason of theity of protec¬ 
tion The Government preferred equalising duti * the removal 
of tie revenue duties on the imports and levi»^ excise duty 
of Is. 4 per ton on steel ingots produced in and counter- 
vailrg duties on imports Whilst the duties opn-British steel 
ran[el from Rs 25 to Rs 43 per ton, they we’nly 10 per cent 
ad nbrem on British steel The Tariff Boari 1947 observed 
“ Tie industry has not been able to sabstant its demand for 
the lontinuance of protection. The scheme (fotection to the 
indutry should, therefore, be terminated wcffect from end 
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of March 1947, except in respect of certain special items such as 
gjoy, tool and special steels, high silicon electrical steel sheets 
md high carbon and spring steel wires 

Elsewhere, we have given details of the giowth of iron and 
steel industry It may be said that the iron and steel industry has 
deveoped to the present position in spite of many difficulties and 
the hilf-hearted nature of protection given to it, and it is a 
matte of great satisfaction, that it has come upto the most 
stringnt test of the protection policy, namely, the removal of 
dutiesor at least substantial reduction It has lully justified the 
policyif protection 
(b) Cton Textile Industry 

Whave given elsewhere a brief history of the development 
of the ‘xtile industry The growth of the industry in India led 
the Laiashire interests in England to agitate for the exemption 
of Brit^ goods from the import duty on yarn and cloth This 
exempti was secured in 1878 The difficulties this exemption 
created I the development of the Indian textile industry were 
accentu^d by the closure of the mmts to the free coinage of 
silver in393, which resulted in the loss of exports to China and 
Japan w< falling exchange When import duties were reimposod 
in 1894 f'revenue purpose, Lancashire interests were again in¬ 
strument, n the levy of an excise duty in India on cloth minu- 
factured jJndia as a countervailing measure This excise luty 
remained patent illustration of the domination of Lancaihire 
interests ipdian financial policy till it was abolished in 1926. 
The Swad^ Movement in 1905 gave a considerable impexis to 
the Indiantton industry, though later adverse conditiois in¬ 
volved a h struggle till 1914, when the war created excep¬ 
tional opponties for the growth of the industry 

The bo* created by the war was followed by a penoc of 
depression ravated by competition from Japan. The excise 
duty was aished in 1926, and a special Tariff Boarc was 
appointed tciquire into the causes of the depression, and the 
necessity of.tection The Board found that the difficultly of 
the industry.re largely due to the unfair advantage eij»yed 
by Japan thvh double shifts and the employment of vonen 
and children night The Board was unanimous that .h< in¬ 
dustry had <Dlished a claim for protection against mprts 
from Japan, ia majority of the Board proposed an incieae in 
the import dim cotton piecegoods from 11 to 15 per cen for 
three years an© increase m the duty on yam. The majtity 

1 fieport p 2SJ7) 
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also recommended a bounty on the spinning of higher counts of 
yarn The Government rejected the proposal for a bounty and 
stated that the existing 11 per cent revenue duty already cover¬ 
ed the disadvantage due to labour conditions in Japan They 
decided to levy a duty of VA annas per pound on all imported 
yarn for a period of three years, extended subsequently to three 
more years Inadequacy of this protection was evidenced by in¬ 
creasing imports of piecegoods from Japan in the years that 
followed The Tariff Board, though aware, ignored the handicap 
to the Indian industry arising from the depreciation of the yen 
and the appreciation of the rupee, and it was not till 1929 that 
the Government of India appointed Mr G S Hardy to investi¬ 
gate into the changes that had taken place since 1927 On Mr 
Hardy’s report, the revenue duty on piecegoods was raised from 
11 to 15 per cent in the case of British cotton piecegoods and 20 
per cent in the case ot foreign goods, with an alternative mini¬ 
mum specihc duty in either case of SVz annas per pound on plain 
grey goods For purely revenue reasons, the rate of duties was 
brought upto 25 per cent and 31% per cent on foreign imports 
At the same time, an import duty of 6 pies per pound on raw 
cotton and 10 per cent on machineries and dyes used by the in¬ 
dustry was also levied 

In 1932, the Tariff Board was again asked to enquire into 
the question of the grant of substantive protection to the in¬ 
dustry The depression which began m 1929 affected the culti¬ 
vators who were the principal consumers of cotton goods This 
led to deficits in the budget and higher duties as a consequence 
The Tariff Board found that the depreciation of the Japanese 
yen since 1932 had led to a remarkable increase in the imports of 
piecegoods They, therefore, recommended that the duty on all 
piecegoods not of British manufacture be raised from 31% to 50 
per cent ad valorem, the minimum specific duty on plain grey 
goods being raised at the same time to 5% annas per pound. By 
the time the new duty of 50 per cent came into force, the yen 
depreciated still further and in June 1933 the non-British ad 
valorem duty was raised from 50 to 75 per cent and the specific 
duty from 5% annas to 6% annas per pound At the same time, 
notice was given of Government’s intention to abrogate the Indo- 
Japanese trade convention of 1904 

This was followed by the arrival of an official delegation 
from Japan and the conclusion of a new agreement by which 
the duties were brought down to 50 per cent, with the specific 
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duty of 5^ annas per pound Japan also agreed to take one 
million bales of Indian raw cotton in return for the right to 
export 325 million yards of cotton piecegoods to India with a 
maximum limit of 400 million yards 

The Tariff Board Enquiry of 1932 considered how far the 
claim of the Indian industry to protection was established—in 
other words, how far it satisfied the conditions laid down by the 
Indian Fiscal Commission The Board recognised that the claim 
to a “ substantive protection ” was established The Board ob¬ 
served that as regards the first condition of the Fiscal Commis¬ 
sion’s formula, India had a virtual monopoly of short staple 
cotton, and that absence of long staple cotton was no bar to pro¬ 
tection With regard to mill stores like china clay, magnesium 
chloride, starch, etc , they pointed out that most of these were 
now being produced in India, as also a large portion of textile 
machinery and tools The existence of the cotton industry was 
of great importance lor the development of these subsidiary in¬ 
dustries The domestic market was so enormous that in spite of 
reductions in imports India was still the biggest single market 
for Japan and the United Kingdom As regards labour costs, the 
Board stated that the lower costs in Japan arose not only from 
low wages paid there, but also from the double shift system. 

In regard to the second condition of the Fiscal Commission 
that the industry is “ not likely to develop at all, or is not likely 
to develop so rapidly as is desirable in the interests of the coun¬ 
try,” the Board was of opinion that if, on the basis of cosis, the 
Indian industry is “ unable to meet foreign competition unaided, 
the second condition is substantially satisfied ” ^ The Board 
examined the figures of costs, profits, prices, etc and was satis¬ 
fied that the industry, as a whole, was not able to meet foreign 
competition 

The Board laid stress on the ground that the cotton textile 
industry represented “ important national interest ” The Industry 
absorbed 600,000 workers, with twice as many dependants, in 
addition to between 3 and 10 million people dependent on the 
hand-loom industry An enormous amount of capital was invest¬ 
ed in the cotton industry by Indians, and the industry provided 
an assured market for Indian cotton 

The Board accordingly favoured “ substantive ” protection to 
the cotton industry, and stated that the need for protection 
against the United Kingdom imports was as great as for that 
against Japan. The Act of 1934 sought to give effect to the recom- 

»Report, p 115. 
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mendations of the Tariff Board in the light of the Indo-Japanese 
Protocol and the unofficial agreement between Indian and Lanca¬ 
shire millowners, known as the Mody-Lees Pact The Act fixed 
the rates of duties on yarn at 5 per cent British and 6 Vi per cent 
non-British yarn In the case of piecegoods, the duties were fixed 
at 25 per cent and 50 per cent on British and non-British goods 
respectively, with a minimum specific duty of 4^ annas and 5^4 
annas per pound on plain grey goods The Act guaranteed pro¬ 
tection for a period of five years ending March, 1939, but recog¬ 
nised the need for re-examining the scale of duties on the expiry 
of the Mody-Lees Pact in 1935 and the Indo-Japanese Protocol 
in 1937 It may be stated that, while India incurred a loss of 
revenue as a result of the preferential treatment accorded to the 
United Kingdom amounting to a crore of rupees, the gam to the 
cotton export trade was hardly commensurate The Lancashire 
industry depends for long staple cotton on the USA and Egypt, 
and though attempts were made by way of propaganda in favour 
of Indian cotton, it is difficult to say to what extent any increase 
in exports of cotton from India to the United Kingdom could be 
ascribed to the Mody-Lees Pact 

The Mody-Lees Pact was duo to expire by the end of 1935, 
and a special Tariff Board was appointed in September. 1935, to 
investigate the question of protection to the cotton industry 
against imports from the United Kingdom The Board recom¬ 
mended that the duty on British plain grey goods be reduced 
from 25 per cent ad valorem to 20 per cent ad valorem, or 3^ 
annas per pound and that the duty on yarn should remain the 
same The Government effected the reductions by a notification 
and faced the Legislature with a fait accompli This was how 
fiscal autonomy in India worked in practice ’ 

The Indo-Japanese trade protocol was subsequently renewed 
for a period of three years ending March, 1940 , and a new trade 
agreement between the Government of India and His Majesty’s 
Government in the United Kmgdom replaced the Ottawa Agree¬ 
ment, and provided for a reduction of the basic rates of duties on 
British piecegoods as below — 

Printed goods 17^ per cent ad valorem 

Grey goods 15 „ „ „ or 2 as 7i pies per lb 

Others 15 „ „ „ 

The basic rates were subject to a reduction of 2% per cent, 
if imports from the United Kingdom in any year were less than 
350 million yards, and to an increase to the same extent in the 
event of United Kingdom imports exceeding 500 million yards. 
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After the outbreak of wai m 1939, as the imports of piecegoods 
from the United Kingdom did not exceed 350 million yards, the 
duties on British piecegoods were reduced by 2% per cent from 
April, 1940 The war gave a golden opportunity to the Indian 
Cotton Textile Industry to capture the Indian market and estab¬ 
lish itself on an unshakable footing But it is tragic to note that 
the greed for higher profits and the selfish mentality of war pro¬ 
fiteering of our capitalists has led the industry to lose this chance 
of stabilising itself 
(c) Sugar Industry 

The sugar mdustiy applied tor protection in 1930-31 The 
development of the industry was not only desiiable in itself, but 
it was pleaded that it involved the creation of a commercial crop 
with a large internal market The Tariff Board recommended 
protection on the ground that all the conditions of the triple 
formula were satisfied They recommended a duty of Rs 6-9 per 
cwt for a period of 15 years as against a high revenue duty of 
Rs 6 per cwt which was previously levied on sugar imports 
The Tarift Board pointed out that the extension of the area 
under sugarcane is a mattei of national importance, that it was 
desirable, if a crisis in cultivation was to be avoided, due to over¬ 
production, that steps should be taken to ensure the increase of 
white sugar to some 4 to 5 hundred thousand tons and, therefore, 
that the protective duty should not only ensure the continuance 
of existing factories but the establishment of new ones ’ It was 
also pointed out that the cane crop was a source of fodder for 
cattle and provided continuous employment to both men and 
cattle as it occupied the intervals between the rabi and kharif 
harvests As a result of protection, the average output of cane 
sugar (factory produced) has risen considerably since the Tariff 
Board first reported, as shown by the table-^ that follows — 
Growth of Sugar Industry In India since 1931-32 



No. ot 

Quantity 
of cane 

Quantity of 
factory pro¬ 

Average 

output 


factories crushed in 

duced suga/ 

per factory 

1931-32 

32 

tons 

1,783,000 

in tons 
158,500 

in tons 
4,955 

1933-34 

112 

5,157,000 

9,801,000 

454,000 

4,053 

1935-3e 

137 

932,100 

6,802 

1938-39 

140 

10,250,000 

950,000 

6,786 

1943-44 

151 

— 

1,216,400 

953,500 

— 

1944-45 

140 

— 

_ 

1945-46 

145 

— 

944,800 

— 

1946-47 

146 

— 

1,000,000 

-* 


> Tariff Board Report, pp 39-41 

- Adarkar, op cit p 227 

’Tariff Board Report, 1947 app V 



FISCAL POLICY 


445 


India has thus become selt-sufficient in sugar, and the annual 
imports which used to average Rs 15 crores, have now stopped 
almost completely 

A second Sugar Tariff Board was appointed in 1937, but the 
report was shelved and published in March, 1939 They stressed 
the need of permission for the manufacture of power alcohol 
The Tariff Board also suggested a marketing survey of the indus¬ 
try and the rationalisation of the industry under some form of 
State cohtrol The Government in publishing the report, accom¬ 
panied it with a resolution criticising the findings of the Board 
and introduced legislation fixing the amount of protection for 
two years 1939-41 at Rs 8-12 per cwt as compared with the pre¬ 
vious import duty of Rs 9-4 

An International Sugar Agreement was signed in 1937 by 
twenty-one sugar producing countries of the world including 
India The Sugar Council determined fiom time to time the ex¬ 
port quotas of the sugar exporting countries in relation to the 
“ free market ” of the world Under the agreement, it was only 
the “ free market ” for which export quotas were allotted The 
Government of India had signed the agreement on behalf of the 
Indian industry agreeing that India would not export sugar by 
sea to any of the free markets except Burma Even in the British 
market there was no access for Indian sugar, although Australia 
and South Africa, which had no superior advantage m the pro¬ 
duction of sugar as compared to India, had this privilege accord¬ 
ed to them What was worse, India was treated as a “ free mar¬ 
ket,” where any country could sell its sugar upto a maximum of 
50,000 tons per year at any price The Tariff Board observed in 
connection with this arrangement “ It appears to us somewhat 
anomalous that India should be debarred from exporting sugar 
and at the same time be a “ free market ” for imports when its 
internal production is already equal to its consumption ” ' 

The policy with regard to the sugar industry as with regard 
to other industries had been a policy of drift When the Tariff 
Board recommended in 1939 a protective duty of Rs 7-4 per cwt 
for a period of six years, the Government of India overruled the 
recommendation and restricted the protective duty to a period of 
two years ending 1941, which was extended upto the end of 
March 1947 The sugar industry has more than fulfilled the ex¬ 
pectations of the Tariff Board by its more or less complete elimi- 

' Tariff Board Report, 1939, p 89 
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nation of foreign imports m a period of four years after protec¬ 
tion was granted ^ 

(d) Paper and Paper Pulp Industry 

The industry applied for protection in 1924, When the Board 
inquired into the condition of the industry it was estimated that 
the full annual capacity was 33,000 tons The Board observed 
that out of a total consumption of 100,000 tons the market open to 
Indian paper would be 50,000 tons in addition to existing con¬ 
sumption The Board was of the opinion that the Indian market 
was not large enough to support any great development of the 
industry 

India can produce only printing and writing paper It has 
been impossible so far to produce newsprint at a low cost The 
Tariff Board excluded newsprint from their proposals, and 
suggested that the duties which they proposed should apply to 
paper containing less than 65 per cent mechanised wood pulp 
They observed that in the production of printing and writing 
paper there was a great future for the bamboo paper pulp in¬ 
dustry The Board also pointed out that there was only a small 
demand for paper made of sabai grass and that there was no case 
for the protection of such paper The Board recommended that 
a uniform specific duty of one anna per lb should be imposed 
on all writing paper and printing paper for 5 years in the first 
instance The Board also recommended a loan or guarantee of 
a public issue of debentures of Rs 10,00,000 to the India Paper 
Pulp Co at Naihati to enable them to purchase more machinery 
to test the sulphite process on a commercial basis, and the grant 
of similar assistance to any mill which was prepared to test the 
soda process The Government of India rejected the Board’s re¬ 
commendations for the grant of financial assistance, on the 
ground that this meant singling out one mill for help when there 
were several competitors in the field The laissez-faire policy of 
the Government stood in the way In any other country, it would 
have been possible to make a grant conditional upon the com¬ 
pany’s readiness to transfer their patent rights to the Govern¬ 
ment The proposals for protective duty were accepted and pro¬ 
tection was granted for 7 years instead of 5 years recommended 
by the Tariff Board. 

The Tariff Board examined the case of the industry for fur¬ 
ther protection in 1931 The manufacture of paper in India had 

^The Tariff Board in 1947, however, recommended the continuance of pro¬ 
tection for a further period of one year, and drew the attention of Government 
to the deslrabilltv of extending the protection for two years, on the ground that 
there was a definite probability of competition from Java within two years 
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increased from 27,000 tons in 1924-25 to 39,000 in 1930-31, and the 
share of the Indian mills in the consumption of paper of the pro¬ 
tected varieties rose to 71 per cent Improved methods of produc¬ 
tion had been adopted, and may of the mills were using import¬ 
ed wood pulp, a future which the Board considered undesirable. 
The Board observed that increase in the use of foreign pulp and 
the neglect of bamboo pulp were to be partly attributed to the 
refusal of the Government to encourage the bamboo pulp section 
with financial help The Board recommended the imposition of 
duty of Rs 45 per ton on imported wood pulp and the renewal 
of the specific duty of an anna per lb on papei, both the duties 
to remain in force for a period of 7 years The Government of 
India accepted the recommendations of the Tariff Board, but held 
the view that the definition of protected articles, namely, print¬ 
ing and writing paper should not be left to trade usage The 
duties were to remain in force until March, 1939 

The Tariff Board in 1938 supported the claim for the conti¬ 
nuation of protection on the grounds (1) that the results had 
justified protection, (2) that withdrawal of the protection would 
be disastrous to new mills, (3) that such withdrawal would pre¬ 
vent the completion of the experimental work on bamboo pulp 
The Board recommended a protective duty on imported wood 
pulp of Rs 35 per ton or 25 per cent ad valorem whichever is 
higher, and a duty on the protected classes of paper of 11 pies 
per lb The period of protection was to be extended for 7 years 
from April, 1939 The Government of India, while accepting the 
recommendation for the continuance of protection, viewed the 
use of grass pulp with misgivings The grass pulp industry had 
no claim to protection and they decided to impose an od valorem 
duty of 25 per cent on imported pulp which would protect bam¬ 
boo pulp at the lower prices but not grass pulp at the higher. 
The Government, moreover, reduced the protective duty to 9 pies 
per lb and fixed the period of protection at 3 instead of 7 year. 
These decisions were given effect to by the Indian Tariff Act of 
1939 The Tariff Board in 1947 observed that the industry en¬ 
joyed natural advantages with regard to raw materials and had 
a vast and expanding market to cater for, that the industry was 
capable of expanding, and had little to fear from any serious 
competition from abroad, for some time to come There was no 
warrant for believing, they stated, that Government would be 
slow in recognising the importance of the industry and doing 
everything to safeguard it from foreign dumpmg competition 
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They said “ The industry, as it stands today, does not need any 
protection by means of protective duties ” ’ 

(e) Match Industry 

The growth of the match industry in India dates from 1922, 
when a revenue duty was imposed on imported matches at so 
high a level (Re 1-8 per gross of match boxes equivalent to more 
than 100 per cent ad valorem) that, it afforded substantial pro¬ 
tection to the home industry Under the protection afforded by 
the duty, a number of factories were started, some of which used 
Indian wood and others wood imported from abroad Before the 
war of 1914, the Indian market for matches was supplied by 
Japan, Sweden and other countries About half the total imports 
came from Japan By 1918-19, imports from Japan into India 
totalled 10 74 million gross»cut of the total import of 11 11 million 
In 1923-24, Japan appeared to be losing ground Imports from 
Sweden rose to 5 15 million gioss, while those from Japan were 
5 55 million During 1924-25, the Swedish Match Co started its 
own match factories in India When the case of the industry was 
referred to the Indian Taiiff Board in 1926, they recomm.ended a 
duty of Re 1-8 per gross boxes, thus in 1928 the revenue duty 
was converted into an import duty In 1934, an excise duty was 
imposed on matches produced in India, and a countervailing im¬ 
port duty ranging from one rupee to Rs 2 per gross of boxes The 
domination of the Indian market by the Swedish Combine meant 
that Indian producers had to face competition from Sweden both 
externally as well as internally 

The growth of the match mdustiy in India is the growth of 
a single manufacturing concern It was the privilege of this 
country to institute the protection of an industry which helped 
not Indian interests but a foreign combine of world wide in¬ 
fluence and power ’ Subsequently, the Western India Match Co 
has been refloated as an Indian Limited Company with a rupee 
capital The capital is, however, largely Swedish and the control 
entirely Swedish It now owns 11 factories in India in addition 
to Indian factories which it controls indirectly A rate war has 
been steadily ruining the Indian industry The undercutting of 
prices leaves no margin of profit to Indian manufactures. Match 
boxes containing 60 sticks have been sold at Rs 2-1 per gross. If 
the excise duty of Re 1-8 is deducted, the actual difference will 
be found to be less than the normal cost of production. The 
Board estimated the fair selling price in 1928 at Re. 1-4 per gross 

‘ Indian Tariff Board Report 1947, pp P0-2I 
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It IS significant that the Tariff Board did not recommend 
stringent measures to prevent the Swedish Trust from repeating 
its exploits in India as elsewhere It has been alleged that re¬ 
bates and discounts are offered by the Western India Match Co. 
to the dealers and vendors of matches, if they undertake not to 
sell matches manufactured by any other company The Tariff 
Board observed “ We have seen advertisements of the Swedish 
Match Co which in some cases explicitly, in others by implica¬ 
tion, condemn the products of all Indian match factories with¬ 
out reserve We must confess that it strikes us as curious that a 
foreign firm should repay the hospitality offered to it by India 
by belittling the quality of Indian manufacturers as a class, or 
indeed that the Swedish Match Co considered that its interests 
were best served by methods of advertisement which could not 
but stir up animosity ” ^ As a result of cut-throat competition m 
India nearly 30 Indian factories have had to close down 

During the last few years, Indian Match manufacturers as 
well as Indian Chambers of Commerce have persistently urged 
upon the Commerce Department the desirability of instituting an 
enquiry into the conditions of the match industry But the Gov¬ 
ernment of India remained supremely indifferent to the com¬ 
plaint of the Indian match manufacturers It is obvious that the 
Tariff Board could not devise a scheme for restricting the activi¬ 
ties of a powerful foreign trust This would have been beyond the 
terms of reference as well as the general powers of the Board 
We can unhesitatingly endorse the statement that “ the case of 
the match industry has become the true touchstone of the Gov¬ 
ernment’s sincerity in regard to their industrial and commercial 
policy ” 

(£) Heavy Chemicals Industry 

Among heavy chemicals are included sulphuric acid, hydro 
chloric acid, nitric acid and a few salts On account of the heavy 
freight on acids their manufacture in India was carried on gen¬ 
erally with profit The Tariff Board enquiry in 1929 revealed that 
no production of chemicals other than these acids was carried 
on in India The chemicals referred to the Tariff Board for exam¬ 
ination included sulphuric, nitric and hydrochloric acids, magne¬ 
sium sulphate, ferrous sulphate, potash alum, aluminium sul¬ 
phate, sodium sulphide, zinc chloride, copper sulphate and 
Glauber’s salt Most of these are m use in industries including 
the textile, paper, glass and porcelain, soap and candle industries 

^Report, p 85 

^Adarkar, op cit p 296 

29 
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The following table shows the importance of heavy chemicals to 
Indian economic life —^ 

Imports of Chemicals and Chemical Products 
(m lakhs of rupees) 



1913-14 

1927-28 

1937 

1938 

1939 

Sodium compounds 

33 

112 

339 

305 

342 

Others chemicals 

62 

132 

— 

— 

-- 

Explosives 

16 

27 

57 

26 

23 

Glass and glasswaie 

194 

248 

150 

130 

109 

Dyes 

106 

216 

104 

90 

83 

Soap 

75 

161 

24 

22 

21 

Fertilisers 

9 

42 

71 

103 

120 

Artificial silk 


549 

527 

232 

369 

Total 

495 

1.487 

1.252 

908 

1,072 


It was the first world war which saw the beginnings of the 
Indian chemical industry with the stoppage of foreign imports 
The anxiety of the Government to develop the chemical industry 
in India was evidenced during the war period by the effort of the 
Indian Munitions Board and by the efforts of the Indian Indus¬ 
trial Commission After the war the industry had to face the 
competition of two powerful foreign combines There were fur¬ 
ther difficulties due to the rise in exchange from 1924 The claim 
of the industry for protection was, therefore, particularly strong 
It was a key industry, the costs were high, and Indian concerns 
found it difficult to compete with the foreign combines The 
heavy chemicals are the basis of the production of a large variety 
of commercial products Without an extensive heavy chemical 
industry the complete utilisation of our resources was impossible 
The Tariff Board recommended that the industry should increase 
the scale of production so as to reduce the cost per unit Pro¬ 
tection was to be in the form of specific duties amounting to the 
existing revenue duties The Board also suggested a reduction in 
railway freights and recommended a system of bounties for 
manures on the ground that “ the production of artificial fertilis¬ 
ers such as superphosphates and ammonium sulphate has a most 
important bearing on the development of Indian agriculture ” In 
connection with railway freights, the Board had some interest¬ 
ing observations to offer They observed, “ We are referring to 
no new feature of railway administration, when we point out 
that the tendency of the railways to encourage traffic from and 
to the ports which has been brought under criticism on several 
occasions is still to be seen We are informed for instance that 
the freight on some of the cheimcals from Ambernath to the 
interior was higher than from Bombay to the same places though 

* Adarkar, op cit 
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the distance from the latter was about 45 miles longer We point¬ 
ed out this to the Agent of the GIF Railway and he assured us 
that if his attention had been drawn to this he would have equal¬ 
ised the freights from the two places But equalisation of the 
freights does not, in our opinion, meet the oDjection that the indi¬ 
genous industry is deprived of its geographical advantage, and 
the industry is to that extent given a preference It is essential 
that considerations of railway finance should be subordinated 
to the interest of the country as a whole ” They further added, 
“ A railway is a public utility concern and its object must be to 
provide transport at the cheapest possible rate, so that both in¬ 
dustries and agriculture may develop and so add to the pros¬ 
perity of the country ” ’ 

The Board had recommended a moderate scheme of protec¬ 
tion and suggested alternative measures like reduction of rail¬ 
way freights It was under pressure from the legislature that 
Government reluctantly agreed to grant protection at the rates 
proposed by the Board for a period of two years only With 
regard to the bounty on superphosphates. Government regarded 
it as unusual to subsidise an industry which had not yet come 
into existence, in spite of the fact that the manufacture of super¬ 
phosphates IS very valuable for agriculture With regard to 
freight reductions, they considered such a proposal wrong in 
principle on the ground that “ railway rates should be faxed pure¬ 
ly on the basis of commercial principles and not with a view to 
subsidising industries ” - One wonders whether the railway 
development was for increasing profits or for stimulating the 
economic development of the countiy by providing cheaper 
transport 

When the Act affording protection expired in 1933, the duties 
were allowed to lapse without any valid reasons When the 
scheme of Imperial Preference was mtioduced, the Imperial 
Chemicals, Ltd, were able to secure effective protection against 
their competitors abroad “ while the growth of the Indian heavy 
chemical industry is stunted for ever ” 

(g) Glass Industry 

The glass industry m India appears to have flouiished from 
early days But the industry in its modern form was organised 
only during the duration of the first world war During 1918, it 
was estimated that there were 20 factories at work By the time 

1 Report ol the Tariff Board on Hcaw Chen’ioals 192'), pp 91 and 97 

»B N Adarkar “Historv of Indian Tariff" 1924-39 No 2 of Studies in Indian 
Economics issued by the Office ot the Economic Adviser, 1940, p 63 
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of the Tariff Board enquiry in 1931, 59 factories had sprung up. 
The Tariff Board considered the case of the industry in the light 
of the triple formula As regards the first condition, they stated 
that Indian sand of the best variety compared favourably with 
European and American sands, that borax was easily available, 
that supplies of limestone were also available anywhere in India 
at prices ranging from 1 anna 6 pies to 6 annas 6 pies per maund 
For a majority of the materials used in glass manufacture, India 
was therefore well-placed Difficulties arose only in respect of 
one important material, namely, soda ash, which is largely used 
m glass manufacture The Government of India rejected the 
claim of the glass industry for protection on the ground that the 
industry had to rely on foreign imports for its supplies of soda 
ash and, therefore, failed to satisfy the first condition of the triple 
formula 

It IS true that soda ash in a finished condition was not manu¬ 
factured m India at the time of the Tariff Board enquiry But 
deposits of sodium carbonate and sodium sulphate are to be found 
in abundance in different parts of the country Between 1928 and 
1934, the Sri Shakti Alkali Works at Dhrangadhra in Kathiawar 
produced substantial quantities of soda ash The Tata Chemieal 
Co has also established a factory near Port Okha for the produc¬ 
tion of alkalis, fertilisers and other by-products Thus, the soda 
ash problem arises not from the lack of any basic materials but 
from the non-existence of the alkali industry The glass industry 
was thus made to wait pending the establishment of other indus¬ 
tries 

It could also be pointed out that it only 100,000 cwt of soda 
ash was used in glass manufacture in India, it would follow that 
the cost of soda ash would be about Rs 10 lakhs In other words, 
taking the total value of glassware made in India at Rs 140 lakhs 
in 1929-30, the value of soda ash would be 7 per cent of the value 
of final products Thus, the so-called disadvantage of the in¬ 
dustry was in respect of a material, which plays irrelative small 
part in the total cost 

The Indian market is one of the largest in the world so far 
as glassware is concerned The total consumption of glassware in 
India which was nearly Rs 4 crores in 1929-30 must have increas¬ 
ed both owing to the growth of population and commercial and 
constructional use of glass Thus the Tariff Board was right in 
contending that the first condition of the triple formula in regard 
to raw material, labour and a large internal market was amply 
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satisfied. The need for protection, however, was the greater in 
the case of this industry because it was an infant industry, and 
also because of unfair competition Protection was asked for in 
connection with sheet glass, blown ware, pressed ware, including 
glass tiles, dishes, etc, and bangles, beads and false pearls The 
Board was of the opinion that in every branch the industry would 
be able to dispense with protection within a reasonable period. 
Accordingly, it proposed (1) a protective duty on sheet and 
plate glass of Rs 4 per 100 sq ft or 25 per cent ad valorem, 
which was higher, (2) a duty of 50 per cent ad valorem on 
bangles, beads and false pearls as well as on glass and glassware 
of other kinds, including bottles, jars, chimneys, shades, plates 
and othei tableware The Board worked out the incidence of the 
duties on articles of daily use at 5 annas per dozen tumblers, at 
half an anna per bottle on aerated water bottles and at half an 
anna per jar The Board suggested that the period of protection 
should be ten years 

This report was presented m March, 1932, but it was not 
released for publication till June, 1935 It was reported at the 
time that the Imperial Chemicals were negotiating for a long 
lease of certain mineral properties from the Punjab Government 
in this connection Considerable opposition in the legislature 
against the grant of concessions to a foreign concern resulted in 
the cessation of these negotiations By a resolution dated 22nd 
June, 1935, Government decided to grant refunds of the entire 
import duty paid on soda ash of British or Colonial origin, and 
of the excess of over 10 per cent ad valorem in the case of non- 
British ash This concession was first granted for three years, 
and subsequently extended to June, 1940 In June, 1940, granting 
a further extension of two years, Government observed, “ The 
production of soda ash on a commercial scale has not yet deve¬ 
loped in India but two industrial concerns have made consider¬ 
able progress with their schemes In the meantime, the 
arrangements announced in the resolution of June, 1935, are 
being continued for a further period ot two years, or (if this is 
earlier) until the Government of India are satisfied that soda ash 
in commercial quantities is produced in India The situation will 
then be further reviewed ” 

By reducing the duty on soda ash. Government prevented 
the development of any soda ash industry in India, and this cut 
at the root of such development giving a chance to the glass in¬ 
dustry to ask for protection again. At the same time, they assist- 
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ed the British Chemical industry by helping imports of soda ash 
on a preferential basis It was suggested that Government might 
withdraw the system of refunds on the ground that the factories 
could purchase their soda ash from Indian concerns If the 
present import duty on soda ash continues, it will mean a rise in 
the price of soda ash Sooner or later, the Indian concerns would 
ask for protection of the soda ash industry This would perpetu¬ 
ate higher prices and create difficulties for the glass industry 
The Bombay Government might suggest measures of tariff 
equality to neutralise the disadvantages thus created It might 
well be said that with the turning down by the Government of 
the case for protection of the glass industiy, in spite of the recom¬ 
mendation of the Tariff Board, we reached the negation of dis¬ 
criminating protection ’ 

Such IS a brief history of tariff in India, regarding the 
principal industries which have been granted protection We 
need not review the case of those industries where the demands 
for protection have been rejected The utter inadequacy and the 
halting nature of the discriminating policy, adumbrated by the 
Fiscal Commission in 1923, have been amply borne out by this 
brief review Even this policy of discriminating protection has 
not been followed consistently Moreover, the inclusion of India 
in the orbit of Imperial Preference against her will brought 
about the anomalous position of “ protection within preference,” 
which neutralised to some extent the benefits of discriminating 
protection An impartial student of Indian economic develop¬ 
ment like Buchanan has aptly summed up the Fiscal Policy 
“ The influence of Manchester capitalists is written large in 
Indian tariff history They have been as anxious to preserve the 
Indian market for the benefit of British manufacturers, merch¬ 
ants, bankers, and shippers, as American capitalists have been to 
preserve the American market for themselves 

CHAPTER XXV 
INDUSTRIAL FINANCE 

It has been only during the last 60 years that industrial en¬ 
terprise has developed in India In the first half of the 19th 
century, British capital m the Bengal Presidency and a few 
Indian merchants in Bombay started pioneer industries Regular 
development of Indian industrial ventures commenced in the 

' For a considerable portion of this chapter we are Indebted to the excellent, 
exhaustive and valuable work, "The Indian Fiscal Policy,” by Prof B P Adarkar 

»Op cit, p 465 
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early years of the present century, stimulated by the Swadeshi 
movement. Industries require block capital for land, buildings, 
and machinery and for extensions They also require working 
capital for purchase of raw materials, stores, for the marketing 
of products and for meeting day to day requirements We may 
speak of this twofold demand on the part of industries as the 
demand for long-term credit and short-term credit. 

To illustrate, in the paper industry a concern with an output 
of 10,000 tons with four machines was estimated to require Rs 80 
lakhs as fixed capital and Rs 16 lakhs as working capital. A 
cotton textile factory with 100,000 spindles and 2,000 looms is 
stated to require a fixed capital of one crore and a working capi¬ 
tal of a crore and a half 
Sources of Supply of Fixed Capital in India 

Most of the industries in India have made up their fixed 
capital expenditure through public or private subscription by 
way of shares or debentures 

A share represents the acquisition of a fraction of the owner¬ 
ship in an enterprise and entitles the shareholder to a share m 
the profits earned by the company, and also in its surplus assets 
if the company is dissolved A debenture represents the title of 
the investor to a certain amount of money lent by him It is a 
loan earning a fixed interest On dissolution of a company, the 
debenture holder has a first claim on the company’s assets 
Usually he has no voting rights as the shareholder has, because 
he takes no risks Preference shares have been issued in some 
cases The ]ute mills have relied more on the latter source of 
financing It appears that 52 out of 59 jute mills in 1938-39 had 
issued preference shares Debentures in India have not played a 
large part in industrial finance, as appears from the table given 
below ' 

Joint Stock Joint Stock 
Companies in Companies in 
Calcutta lisi Bombay list 

Share capital (in ciores of rupees) 76 37 52 83 

Debentures (in crores of rupees) 8 65 17 51 

Debentures 

The relatively small part played by debenture capital in 
India may be due to a variety of causes. The managing Governor 
of the Imperial Bank in his evidence before the Central Banking 
Enquiry Committee stated that debentures were not popular in 
India, because investors were interested in capital appreciation 
and speculation rather than in steady but low yield This is 

1 Indian Central Banking Enquiry Committee, Vol I, p 335 
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scarcely borne out by facts. Enormous amounts have been in¬ 
vested by the Indian public in Government securities, postal cash 
certificates and municipal loans, where the prospect of apprecia¬ 
tion is not very large The reasons for the unpopularity of de¬ 
bentures are to be sought elsewhere (1) In the first place, there 
IS no organisation in the shape of a financing agency for the issue 
of debentures. The Imperial Bank of India was debarred from 
holding debentures as security till the bar was removed by the 
Amending Act of 1934 (2) As there is no ready market for de¬ 
bentures, joint stock banks do not take to them ; they are usually 
taken up by a limited group of financiers (3) Industrial com¬ 
panies which had issued debentures have not been looked upon 
with favour by banks, and such concerns find it difficult to se¬ 
cure bank loans on the usual terms ^ Debentures being a first 
charge on the property of a concern, a company which has 
raised some part of its capital by debentures fails to get further 
accommodation from banks 

The difficulties of raising large sums by debentures are very 
great (1) Small concerns cannot issue debentures which will be 
taken up by the public (2) In the case of manufacturing con¬ 
cerns, the companies must have worked for some time with profit 
before they can make debentures attractive to the public (3) 
The debentures that have been issued have been raised on costly 
terms (4) The small size of the volume of debentures precludes 
the growth of a market for their issues (5) The attitude of the 
banks, which are reluctant to accept as collateral securities the 
shares of companies that have issued debentures, is also a factor 
which handicaps the development of debenture issues (6) The 
Government of India has been a rival in the Indian market which 
has affected industry unfavourably 

The percentage of debentures to paid up capital, and of pre¬ 
ferred to ordinary shares, in the case of joint stock companies 
cannot be ascertained as the figures are not available In the case 
of tea industry for which detailed figures are available, the 
following table illustrates recent trends in the proportion of or¬ 
dinary and preferi ed shares and debentures — 


Year 

Preference shares 

Ordinary shares 

Debentures 

1925 

25,20,000 

2,58,36,000 

8,29,000 

1926 

25,20,000 

2,59,48,150 

6,30,000 

1927 

25,20,000 

2,65,58,150 

6,00,000 

1928 

25,20,000 

2,61,08,150 

5,65,500 

1929 

25,20,000 

2,57,48,150 

4,63,500 

1930 

25,20,000 

2,56,48,150 

4,63,500 


tee Vo^ w“*p^ira*^ Foreign Experts, Indian Central Banking Enquiry Commit- 
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The amount of preference shares has remained constant, 
while debentures have declmed relatively to total capital.^ The 
relative smallness of the proportion of debentures to share capi¬ 
tal has relieved industries in India from the depressing influences 
upon profits that was characteristic of Western industries during 
the slump period The Indian Central Banking Enquiry Com¬ 
mittee estimated that in 1927 out of 100 units of capital 75 per 
cent were ordinary shares, 16 per cent preference shares and only 
9 per cent debentures in India On the other hand, in British 
industry proportions were 47 for ordinary shares, 33 for prefer¬ 
ence shares and 20 for debentures 

It would thus appear that the mam reason why debentures 
play such an insignificant part in industrial development m India 
IS to be found in the attitude of the banks A change in this posi¬ 
tion in the future will be determined by a more sympathetic atti¬ 
tude on the part of the banks, and by their readmess to popular¬ 
ise and facilitate a method of raising capital which has already 
proved so successful in other countries of the world 
Sources of Supply of Working Capital in India 

Working capital in India has been obtained in different ways 
by different industries Generally speaking there are 4 sources 
of supply (1) Public deposits, (2) Private deposits, (3) Advances 
by indigenous shroffs, and (4) Advances by ]omt stock banks 
(1) Public Deposits 

The system of attracting public deposits is peculiar to the 
Bombay and Ahmedabad Cotton Textile factories It does not 
prevail in other parts of the country The development was 
largely due to the imperfect banking organisation The follow¬ 
ing table illustrates the importance of public deposits in the Bom¬ 
bay and Ahmedabad cotton mills —- 

Bombay Ahmedabad 

(Figures for 64 mills) (Figures for 56 Mills) 
Lakhs of Percentage Laklis of Percentage 


Amount loaned by the 
managing agents' 

lupees 

of total 
finance 

rupees 

of total 
finance 

532 

21 

264 

24 

Amount loaned by banks 
Amount of public deposits 

226 

9 

42 

4 

Amount of share capital 

1,214 

49 

340 

32 

Amount of debentures issued 

•Basu "Industrial Finance in 

238 

India.” 1938, 

10 

p 119 

8 

1 


•Indian Central Banking Enquiry Committee. Vol I, Part I, p 278 
•The Interim Report of the Bombay Textile Labour Enquiry Committee points 
out that in 56 mills in Bombay in 1936, the amount loaned by managing agents was 
Rs 7 5 crores, and in Ahmedabad In 73 mills the loans amounted to Rs 3 3 crores 
The depiosits by the public in Bombay were Rs 13 crores and in Ahmedabad 
Rs S3 crores (Report, p 53) 
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People trusted their savings to men whom they knew and 
with whom they could deal without the formalities necessary in 
dealing with banks The millowners, on the other hand, secured 
to the depositors a safe return on their investments The rates of 
interest paid on these deposits have varied from 4y2 to 6% per 
cent This system has enabled the mills to borrow at cheap rates 
and to pay higher dividends to the shareholders On the other 
hand, this method of borrowing has its drawbacks There is a 
temptation of overtrading with unsecured loans, and even of 
speculation in cotton There is also the risk that short-term funds 
may be locked up in the extension of plant and machinery. Last¬ 
ly, sudden withdrawal of deposits by panic-stricken investors 
may precipitate a crisis But the cotton mills have benefited by 
such public deposits It was pointed out by the Chairman of the 
Ahmedabad Millowners’ Association that 95 to 98 per cent of the 
finance employed by the cotton mills of Ahmedabad consisted of 
fixed yearly deposits so that if a mill is in difficulties it gets a 
notice of 6 to 8 months in advance to arrange for its finance In 
Ahmedabad, a system of long period deposits ranging from 5 to 
7 years, and also of “ mter-deposits,” that is, deposits as between 
one mill and another, has increasingly come into vogue 

(2) Private Deposits 

In almost all new industries in India, a method of finding 
working capital from private deposits provided by the industries, 
their friends and the managing agents, is becoming increasingly 
prevalent Thus, as the table mentioned above shows, the manag¬ 
ing agents provided 796 lakhs of capital, as against 699 lakhs pro¬ 
vided by public deposits These loans are usually given at half 
per cent above the bank rate and they have been instrumental in 
saving from liquidation many of the cotton mills in Bombay and 
Ahmedabad, as well as tea companies in Bengal and Assam These 
private deposits are free fiom the risk of sudden withdrawal, they 
provide for new industries capital which would otherwise not be 
easily available, and are helpful in times of temporary difficulty 
and depression On the other hand, with industry dependent on 
financial assistance by private deposits, there is a likelihood of 
shaking public confidence in industrial ventures 

(3) Indigenous Shroffs 

The indigenous bankers or shroffs once played a large part 
m Indian economic life. Today, though the old and established 
industries like cotton and ]ute are independent of these shroffs, 
small concerns have to go to them to avoid the formalities of ad- 
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vances from regular banks The shroff lends on a personal bond 
and on personal knowledge charging a high rate of interest, with¬ 
out requiring a deposit of securities or a friend’s countersignature 
on the promissory note The importance of these shroffs is gradu¬ 
ally waning due to the development of joint stock banking 

(4) Joint Stock Banks 

The Indian banking system consists of the Reserve Bank, the 
Imperial Bank, the Joint Stock banks and the Exchange banks 
The Reserve Bank as a Central Bank and the Im penal Bank of 
India cannot make any advance for a peiiod longer than six 
months, nor can they lend upon mortgage or secuiity of any im¬ 
movable property The Exchange banks have no relation to indus¬ 
trial finance The other Joint Stock banks are essentially commer¬ 
cial banks and can give loans for short peiiod and against certain 
forms of security only The usual form of borrowing is the cash 
credit account against personal credit with a second signature to 
the pro-note or advances against tangible and marketable security 
Short term credit in India is marked by rigidity and costliness In 
the enquiries made by the Central Banking Committee, it was re¬ 
peatedly asserted by industrialists that the rates of interests 
charged were generally higher than the industries could bear The 
larger joint stock banks make advances at one per cent higher 
than the bank rate Banks, moreover, insist on maintaining a mar¬ 
gin of about 30 per cent in regard to advances against stocks. They 
finance industries by granting advances tor short periods But 
though they are always willing to renew these loans, the indus¬ 
trial concerns can never be certain of getting a renewal 

Managing Agents and Finance 

The managing agency system arose in India during the second 
half of the last century, and this system of oiganisation and 
management was gradually extended to almost all concerns, 
both Indian as well as British Modern industry in India owed 
its development to two classes of people, British merchants who 
had come out to represent British trading firms and the cotton 
merchants of Bombay, Ahmedabad, and other centres Enterprises 
were promoted and controlled by persons popularly known as 
managing agents The rise of the managing agents was due to the 
fact that they were pioneer promoters in many of the industries 
like the jute mills, the tea gardens and the coal companies They 
were also instrumental m supplying a regular stream of trained 
and efficient managers They found opportunities for nourishing 
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the growth of new enterprises and, as banks were not prepared to 
finance the long term needs of industries, they provided the neces¬ 
sary finances 

The managing agency firms may be described as partnerships 
or private limited companies formed by a group of individuals 
with strong financial resources and considerable business enter¬ 
prise. They do the pioneermg work of research which precedes 
the starting of new concerns, promote joint stock companies, em¬ 
ploy their own funds and arrange for finance by acting as guaran¬ 
tors and manage the business They, moreover, act as agents for 
marketing the produce of their companies and for purchase of 
raw materials, store and machinery. Thus, the early cotton mills 
were established in Bombay by the enterprise of a few wealthy 
Parsi merchants 

The financial assistance rendered by managing agents is either 
m the form of direct loans, or m the form of guarantees for ad¬ 
vances by joint stock companies It is also the credit of the man¬ 
aging agents that ensures a steady flow of public and private de¬ 
posits. In the Ahmedabad cotton mills, the proportion of the share 
capital held by the managing agents is generally 40 to 50 per cent 
In Bombay, it is considerably higher In Calcutta and Madras, the 
managing agency firms do a large amount of banking business in 
addition to other activities The firm of Messrs Andrew Yule 
and Co in Calcutta, one of the important managing agency firms, 
have hardly ever borrowed from any joint stock bank They 
have a separate banking department of their own for financing 
the 54 industrial companies which they manage In Bombay, 
the managing agency firms are mainly Indian In Calcutta, they 
are mainly European. 

Not only do the managing agents subscribe themselves to the 
shares and debentures of the companies they manage, but they 
assist in the placing of their securities on the market, performing 
the function which in the West is undertaken by underwriters or 
industrial banks 

If the question is asked why industry in India has been de¬ 
pendent on managing agents for its finance, the reasons are not 
far to seek Firstly, capital in India has been shy Secondly, there 
are no issuing houses helping the floatation of new concerns and 
taking up the risks m the initial stages. Nor are there any indus¬ 
trial banks. Thirdly, the financmg of industry from early days has 
been dependent upon the private managing agency firms. 
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Merits and Defects of the Managing Agency System 
of Finance 

The managing agents have in the past performed essential 
services Apart from their being pioneers in the floating of indus¬ 
tries, they have been instrumental in preventing the collapse of 
industrial concerns in times of depression In the jute and cotton 
industries, many more concerns would have gone into liquidation, 
but for the capacity of the agents to bear the losses themselves. 
With a crudely developed system of commercial banking, the 
managing agents alone were able to continue financing industries 
like the jute and tea industries at a time when banks were unwill¬ 
ing to lock up their funds 

But whilst acknowledging the services of the system, it is 
necessary also to point out some of its characteristic weaknesses 
in the matter of flnance. An important defect of the Indian 
managing agency system as compared to the British managing 
agency system is the former’s hereditary character. The British 
managing agency always takes m as partners experienced hands 
from outside, while the Indian managing agency system is 
usually hereditary, and this results many a time in inefficient 
management. 

(1) In the first place, industry in India tends to be domin¬ 
ated by financial considerations “ Finance, instead of being the 
servant of industry, has become its master ” ^ The result of the 
system has been to hand over the management to a body of indi¬ 
viduals, not because they are by their ability qualified to be the 
directing heads, but because they have the financial resources to 
help the industry When agencies are transferred from one group 
to another, it is the same financial considerations that prevail. 
Industrial ability never enters into the matter The failure and 
liquidation of a number of cotton mills in Bombay may be largely 
due to the lack of industrial ability and enterprise on the part of 
frequently changing managing agency groups 

(2) Where one managing agency firm manages a large num¬ 
ber of concerns, the difficulties of some concerns have reacted 
unfavourably on all, and the sound and unsound concerns suffer 
equally The concentration of management of several mills in the 
hands of a few agency firms strains the financial resources of the 
agents, whose abilities to finance may be limited to a few concerns 

(3) It has often happened that a concern otherwise perfectly 
sound has suffered on account of the unsoundness of the financial 
position of the managing agents They often carry on subsidiary 

ip S Lokanathan, “Industrial Organisation in India,” 1935, pp 225 et seq 
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activities which land them into difficulties Banks withdraw their 
credit, not because the concern is unsound, but because of the 
financial weakness of the managing agent It also happens that 
the transfer of funds from a more successful to a weaker concern, 
both managed by the same agent, reduces the pi ofits to the share¬ 
holders of the successful concern and shakes the confidence of the 
investors It has also been said that the dependence on the man¬ 
aging agency system of finance has the effect of taking away from 
the banks the responsibility for a more careful scrutiny of the 
financial and economic conditions of the concern 

(4) What may be regarded as a more serious weakness of 
the system, at least as it works in Bombay, is the enormous specu¬ 
lation in cotton mill shares Any weakness in the financial position 
of the managing agents of one concern leads a rival group of 
shareholders in the same concern to get managing control by 
cornering shares so as to obtain a major holding Many of the 
“ corners ” in the Bombay Stock Exchange “ have been the result 
of the inter-dependence between the managing agents’ external 
activities and their functions as financial agents of the companies 
they manage ” ^ 

It has been pointed out by a banking expert how the man¬ 
aging agency system reacts unfavourably on joint stock bank¬ 
ing and creates a vicious circle “ The banks are spoiled by the 
managing agency system and the managing agents are spoiled by 
the banks, because the banks force the joint stock companies 
practically to take managing agents The banks are quite happy 
that companies are managed by managing agents, as it gives the 
banks their signatures for the loans” “The banker is thus not 
interested in developing other methods of financing industry , 
he has two signatures, and he has no reason why he should 
favour another system which may be quite good lor industry, 
but deprives the banker of another signature ” - 

On the other hand, it has been pointed out that the manag¬ 
ing agents discharge a useful function as intermediaries between 
the company and the investing public This function corresponds 
to that of the Industrial Banks of Germany in the investment 
field When a new company is floated, the public may subscribe 
only 20 per cent of the capital and 80 per cent may be left in the 
hands of the managing agents The agents by working the com¬ 
pany for a number of years inspire confidence in the public and 
the shares are generally disposed of 

ilbld 

^»lndian Central Banking Enquiry Committee—Dr Jeidels' Evidence, Vol IV, 
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In the Ahmedabad Cotton Mill Industry, the managing 
agents have supplied the initial fixed capital by subscribing the 
share capital In his evidence before the Tariff Board of 1932, 
Mr Karturbhai Lalbhai, representing the Ahmedabad Millown- 
ers’ Association, stated that in several cases managing agents 
held three-fifths of the shares in the cotton mills, and that there 
were individual cases of managing agents holding even 85 to 90 
per cent shares ’ As regards Bombay, the evidence before the 
Tariff Boards of 1927 and 1932 suggests that the managing agents 
were the majority shareholders Only m the Bengrd Cotton Mills, 
the managing agents have not the same stake as m Bombay and 
Ahmedabad Still they hold a fair amount of shares, e g, in the 
Bengal Luxmi Mills, the managing agents hold 25 per cent of 
shares and in the Mahaluxmi Mills 10 per cent of the shares The 
Basanti Mills are an exception where managing agents with 
their relatives and friends hold nearly 80 per cent of the share 
capital- As regards the European managing agents in Calcutta 
Jute Mills, the general tendency is not to hold the shares per¬ 
manently, but to dispose of them to the general public as quickly 
as possible In more recent times, the position, however, has 
changed Thus, in the case of the cotton mills in Bombay as was 
pointed out in oral evidence of the Bombay Shareholders’ Asso¬ 
ciation before the Indian Tariff Board in 1932, in one cotton mill 
the managing agents held only 83 out of 6,000 shares In the 
Bradbury Mills the managing agents held 624 shares out of a 
total of 4,000 ordinary and 6,000 preference shares ’ But, “there 
have been a few cases in which these agents have turned their 
loans into debentures, wnth the result that the concerns have 
passed into their hands and the shareholders have lost all their 
capital invested m the undertaking”^ They have in the past 
frequently furnished long term loans, and have taken up deben¬ 
tures in large amounts for financing schemes of extension During 
periods of depression when banks would not advance money, 
they have rendered considerable assistance They have provided 
working funds for the industry by attracting deposits from the 
public Their financial standing has been mostly instrumental in 
drawing such funds They have arranged by their guarantee for 
all bank loans and overdrafts required by the industrial concerns 


1 Indian Tariff Board, Cotton Industry, 19d2 Vol IV, p 139 
‘Basu op cit pp 166-167 


“Even where the managing agents do not hold a majority ot shares their 
influence dominates shareholders’ meetings, and it is rare to find a private'shara 
holder’s resolution passed at an annual general meeting 


♦ Central Banking Enquiry Committee Report, Vol I, p 279 
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under their management They have created a feeling of trust 
and confidence in the investing public^ 

Apart from providing finance, the managing agents perform 
two other functions They pioneer and promote new industries 
and secondly carry on the day to day management of industries, 
a function which in other countries is discharged by a manager 
or a managing director 


Managing Agents as Pioneers and Promoters 

In the past, managing agents have been largely instrumental 
in organising a number of industrial enterprises in India The 
history of some of the managing agents like Andrew Yule and 
Co, Martin and Co and Killick Nixon and Co shows how men 
who came out as representatives of trading companies utilised 
their experience in the advancement of industrial concerns They 
engaged the services of experts for technical purposes and deve¬ 
loped ]ute mills, flour mills, coal companies and railway com¬ 
panies They brought into existence industries which did not 
exist before More recently, however, so far as pioneering and 
promoting activities are concerned, they have fallen into the 
background This has happened, partly because with growing 
industrialisation the scope of pioneering work is getting restrict¬ 
ed, but more because with the growth of industries there is 
growing up a separate class of entrepreneurs who do the work 
of promotion themselves This is particularly noticeable in new 
industries like sugar, cement, paper and chemicals Thus in the 
sugar industry out of 145 sugar mills working in India in 1933- 
34, no less than 71 were not under the control of any managing 
agency firm In the cement industry in which about a dozen con¬ 
cerns are principally at work, nearly half are not managed by 
any firm of managing agents In the match industry except half 
a dozen large companies, the smaller establishments are run on 
a proprietary basis and have nothing to do with any managing 
agency firm-^ 

The new class of entrepreneurs have only recently occupied 
the industrial fields in India They confine themselves to new in¬ 
dustries as in the older industries, like cotton and jute, the man¬ 
aging agents are far too strongly entrenched 


*This has been challenged by Mi Manu Subedai in his minority report of the 
Indian Central Banking Enquiry Committee He observes. ‘ The managing agency 
system tends not to encourage but to check the flow of capital in Industry The 
managing agents take advantage of a rise of prices to boom their shares and 
unload them at top level, leaving the public to hold the baby in this they not 
only play with loaded dice, but they discourage the bona flde Investor and give to 
industrial investments a bad name " Vol I, Part II, p 331 

= See N Das, "Industrial Enterprise in India,” 1938, pp 58-59 
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Managing Agency Agreements 

A managing agency agreement is a written agreement be¬ 
tween a firm of managing agents and an industrial concern 
(usually a joint stock company) by which the agents undertake 
to manage the concern in return for a certam remuneration and 
for some commission on sale, output or profits The agreements 
are either terminable, the period being 20 to 40 years, or non- 
terminable as in Ahmedabad These agreements sometimes tend¬ 
ed to be very arbitrary Thus the Ajit Mills, Ltd Ahmedabad, 
started in 1931 appointed agents who vreie non-changeablc, non¬ 
removable and permanent secietaries, treasurers and agents * 

A good deal of criticism has recently been levelled at the 
remuneration of managing agents 

(1) Remuneration in the first place takes the form of office 
allowance In Bombay and Ahmedabad, a fixed monthly or an¬ 
nual amount of money is given for head office expenses to man¬ 
aging agents In so far as this amount covers the actual expenses 
incurred by the managing agents in the administration of the 
companies under their charge, no one can object to such pay¬ 
ment It has been, however alleged that the amounts such firms 
charge is excessive Looking to the account submitted to the 
Second Textile Tariff Board by the Bombay Millowners’ Asso¬ 
ciation it appears that the office allowances during the years 
1927-30 average about Rs 7,000 per annum per mill In the jute 
industry, office allowances are charged by managing agents at 
the rate of Rs 500 to 1,000 per annum per mill The small amount 
of office allowance in Calcutta is due to the more economical 
organisation of the European managing agents and also to the 
fact that in Calcutta a single firm usually controls 15 to 20 con¬ 
cerns 

(2) Secondly, the payment consists of commission with a 
stipulated minimum, which must be paid whether the companies 
make profit or not This has to be paid by all companies under 
managing agency control The commission is calculated on pro¬ 
duction, or sale or on profit When the cotton industry was first 
established in Bombay the managing agents received a commis¬ 
sion based on the output of yam When ring spindles were intro¬ 
duced, production increased, and agents were able to make profits 
even if the mills produced at a loss After 1886 the system of pay¬ 
ment of commission on profits was introduced, and the practice 
was generally accepted Of 71 mills in 1928 in Bombay, only one 

^Ibid, p 62 

30 
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mill paid commission on production and 61 paid on profit, 8 mills 
paid commission on sale and one mill paid a fixed remuneration 
to the managing director In other centres of the cotton industry, 
the common method is that of a commission on output. It is usual¬ 
ly provided that in case of losses, a portion of the commission is 
to be relinquished by the managing agents ^ Now, commissions 
in Bombay are paid on profits, bemg limited mostly to 10 per cent 
of the profits with a minimum allowance payable per annum In 
Ahmedabad, commission is based on sales, while in Sholapur it is 
based on deliveries There is an additional office allowance pay¬ 
able in Bombay but none either in Ahmedabad or Sholapur, with 
the exception of one concern at the lattei centre- 

In the jute industry, a majority ot the mills still pay com¬ 
mission on sales In the tea industry the usual teims are, a mini¬ 
mum amount when a garden is laid out, and a commission of 2*/^ 
per cent on sales and 214 per cent on profits In the coal industry, 
10 per cent on profits is the usual return to managing agents 
The Tata Iron and Steel Co adopted in 1916 a new method of 
remuneration, by which the managing agents shared in a slowly 
rising degree in the prosperity of the company It was agreed to 
continue the agency of TaU Sons for a period ol 30 years, provid¬ 
ed Tata Sons did not compete by taking up the agency of any 
other company manufacturing pig iron steel and other products. 
The remuneration was to be 5 per cent on not profits subject to a 
minimum of Rs 50,000 When the dividend declared exceeds 8 per 
cent and does no+ exceed 10 per cent, agents’ commission was to 
be 7 per cent When it exceeds 10 pc* cert, the commission was 
to be 8 per cent and when it exceeds 12 per cent the commission 
was to be 9 per cent The net prehf ■> ware to be determined after 
making deduction tor inteiest (u loans and debentures and for 
depreciation at the rate of 3 per went 

Of the three systems the last one seems to be the best There 
can be no doubt that a system of commission on production is 
open to the grave objection that it does away with the incentive 
to dispose of production at the best price The same objection 
applies to the svstein of commission on sales Unless the manag¬ 
ing agents hold the majority of shares, they are only interested 
in selling their production, without reference to tlie price at which 
it IS sold There is a further weakness associated with commission 
on production or sales, as such a system creates a conflict of in¬ 
terests as between managing agents and the shareholders The 

* Indian Tariff Cotton Industry, Vol III, 1927. p 323 

^Interim Report of the Bombay TextUe Labour Enquiry Committee. 1938, p 55 
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managing agents are primarily interested in output, without car¬ 
ing for the effects of excessive output on the profit-making capa¬ 
city of the industry 

There was another evil associated with the system of paying 
a percentage to the managing agents on production It led to the 
manufacture of coarse goods and to overstocking regardless of 
market conditions Thus as Mi Enthovcn pointed out “ It is not 
alone the shortness of the cotton staple which has kept manufac¬ 
turers from experimenting in giiocs of the finer class A strong 
inducement to adhere to the .oa.sci goo.io can no d lubt be traced 
m the financial arrangement*^ of the maionty </ <he milK where¬ 
by the agents are paid a fixed sum per po- nd ot outturn Coarse 
goods are produced lar more rapidly than the fin^r counts and 
cloths, a fact of which the <-igPi{icalion has bv no means escaped 
the Agents’ understanding ” ^ 

The question has been asked, apart from office allowances, 
are the remunerations paid to managing agents fair or excessive ? 
It is difficult to generalise in view of the widely diveigent condi¬ 
tions that prevail from industrv to industry 

On behalf of the managing agents, it was urged before the 
Tariff Board Enquiry in 1932 that they often made substantial 
sacrifices in the matter of commissions 

The Bombay Millowners’ Association gave the following 
figures covering 74 miles regarding the sacrifices made by man¬ 
aging agents during 1926-31 — - 

Rs 

1 Amount of commission given up by Managing Agents 28,68,718 

2 Amount ol interest on loans given up by Managing Agents 31,20,526 

3 Amount ol loans advanced by Managing Agents and con¬ 

verted into capital 1,75,92,950 

4 Losses incurred by Managing Agents through guarantee¬ 

ing loans to mills from banks 69,49,228 

It may be pointed out that the last four items are financial 
transactions Even in the case of commissions said to have been 
given up, the Bombay Millowners’ Association could not supply 
particulars when challenged by the Bombay Shareholders’ Asso¬ 
ciation The sacrifice of commission amounts to only Rs 6,300 
rougly per mill during the period of 1926-31 The figure can be 
compared to the allowances and commission drawn during the 
same period in the industry — ’ 

»R E Enthoven, “Cotton Fabrics of the Bombay Presidency," 1897, pp 36-37 
® Tariff Board Enquiry, 1932, Vol I of Evidence, p 95 
’Lokanathan, op cit p 345 
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Year 

1927 

1928 

1929 

1930 


Number Total 

of mills allowances and 

represented commissions 
drawn 
Rs. 

75 3,087,477 

73 11,832,225 

76 2,026,173 

71 1,345 444 


The figures give us an average of Rs, 28,107 per mill per an¬ 
num, that is, nearly five times the alleged sacrifices The Bombay 
Shareholders’ Association mentioned cases in which managing 
agents received commissions although the mills made losses 

The figures supplied by the Bombay Textile Labour Enquiry 
Committee Report show that during the years 1934 to 1938 the 
total amount of commission given up in Bombay was Rs 20 lakhs, 
that IS an average of Rs 4 lakhs per year, and in Ahmedabad, 
Hs. 96 lakhs, that is, Rs 19 2 lakhs per year on average The 
amount of commission, on the other hand, charged (ex¬ 
cluding office allowances) was Rs 68 lakhs, that is, 
an average of Rs 13 6 lakhs per year, and Rs 149 lakhs, 
that is, an average of Rs 29 8 lakhs per year in Bombay 
and Ahmedabad respectively The amount of profits calcu¬ 
lated, before providing for depreciation, and deducting 
the agent’s commission, was Rs 494 lakhs m Bombay and 
Rs 548 lakhs in Ahmedabad during the same period The report 
observes that “ even taking into account the commission foregone, 
payments are on a higher scale in Ahmedabad than in any other 
centre ” ^ 

The following table is of great interest m this connection —- 

Annual Commission Net Piolit or Loss as 
Place actually chai ged per Profits and Loss 

Account 

(Rupees in Lakhs) 

1933 1934 193> 1936 1933 1934 1935 1936 

Bombay 6 11 8 10 —18 43 21 40 

Ahmedabad 24 29 28 25 27 32 21 13 

Sholapur — 15 10 26 — 58 10 Oj 

Are the figures of commission excessiveThe lepresentatives 
of the Millowners’ Association urged before the Tariff Board that 
managing agents manage as well as finance, and therefore the in¬ 
dustry should be prepared to pay on a more liberal scale to them 
than to managing directors, who only manage But (1) their 
financial services are amply covered by the interest they earn, and 
(2) any liberal allowances they get in the early stages for pioneer- 

1 Report pp 255 et seq 

-Bombay Textile Laboui Enquiry Report, p 55 
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mg work should be scaled down as the industry becomes well- 
established (3) The managing agents calculate their commission 
on gross profits before depreciation is set aside Interest on loans» 
profits by way of premium on shares sold, profit on sales, are not 
excluded from gross profits Thus m 1921, the Simplex Mills earn¬ 
ed a premium of over Rs 10 lakhs on the issue of additional capi¬ 
tal, and the managing agents charged commission on this In 
1916, the Tata Power Company sold m ihe open market 
certain shares which had previously been lorteited, and 
earned a large amount of premium on the sale of these 
shares The managing agents charged commission on the 
premium thus earned ^ (4) If the business of a company 

is transferred during the term of the agreement to an¬ 
other party, the managing agent can claim the right of conti- 
nmng in office, or compensation in the alternative, equivalent to 
the commission earned by him during the preceding five years. 
In Calcutta the agreements do not contain a provision for compen¬ 
sation Such a practice of compensation amounts to putting a pre¬ 
mium on inefficiency or dishonesty, as winding up proceedings or 
transfers of management take place as a result of mismanage¬ 
ment or inefficiency, and sometimes on the initiative of the man¬ 
aging agent himself (5) There are a few instances in which man¬ 
aging agency agreements contain a clause for supplementary or 
secret profits 

In Bombay and Ahmedabad, the managing agency agreements 
include a clause providing that the managing agent may assign to 
a third party his interests or duties, without the sanction of the 
directors The Tariff Board in 1932 came across an instance in 
which an important agency firm had an agreement, by which the 
agreement itself could be transferred to a third party In Ahmed¬ 
abad, it IS usual to provide a clause in the agreement by which the 
commission earned could be divided between several persons who 
have helped in the promotion of the company in the early stages 

Taking all the factors into consideration, it would not be un¬ 
reasonable to say that the commission paid to agents is excessive. 
It is said that commission paid to managing agents must be assess¬ 
ed in relation to the services performed, and should not be consi¬ 
dered big if the system obtains good results There is no doubt 
that in Ahmedabad there is a high level of financial and adminis¬ 
trative efficiency, but to suggest that lower rates of commission 
would impair efficiency is not qmte correct Efficiency in manage- 

1 Memorandum of the Bombay Shareholders’ Association on the Indian Com¬ 
panies Act Amendment Bill, 1936 
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merit can be secured, even though payment is on a salary basis, as 
in a number of countries As the Bombay Textile Labour Enquiry 
Committee observes “ It will be a reflection on Indian employers 
as a class to suggest that, in order to induce them to exert them¬ 
selves to their highest capacity, remuneration has to be offered to 
them on a basis which is generally recognised as unsound ” ^ The 
system of office allowance in addition to the commission is in¬ 
variably found in agreements, especially in Bombay, and it is per¬ 
mitted by law This office allowance is inclusive of the office 
salaries and other expenses, as distinguished from the salaries and 
expenses of the officers in the mill premises In Bombay, the office 
allowances are considerable When all the actual expenses in 
salaries, rents and contingencies, are met by the company, and 
a reasonable minimum commission is paid irrespective of profits 
or bonus, such a practice of paying extra official allowance is un¬ 
justified “ 

Managing Agents, Directors and Shareholders 

The agreements between managing agents and the companies 
vest all residual powers (those not mentioned m the agreement) 
in the Board of Directors Recent agreements, however, are so 
worded that even the residual powers are exercised by the man¬ 
aging agent alone The choice of directors by the shareholders is 
limited by the practice which assigns to the managing agent the 
power of nominating a number of irremovable directors, who con¬ 
stitute a majority on the Board The shareholders are further de¬ 
prived of their voting strength by the issue of deferred snares 
with multiple voting rights largely controlled by agents The first 
directors of a company are usually appointed for a fixed period 
of ten to fifteen years , directors are made to retire by rotation ; 
and a new nominee has to be approved by the Board The removal 
of a director by the shareholders can only be effected by a special 
resolution at a general meeting with a three-fourths majority. 

There is a tendency, under these conditions, for the share¬ 
holders to become suspicious and critical of the Directors and 
Managing Agents This critical attitude was voiced by the Share¬ 
holders’ Associations of Bombay and Calcutta, who contended for 
a more effective control over the policy, and for fuller opportuni¬ 
ties of knowledge of the company’s position It was also pointed 
out that in India there was a tendency for the directors to hold 
their position in far too many concerns, and the “ pluralism ” in 
directorship results in indifference and inability to perform their 
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proper functions Thus in the cotton nulls of Bombay, one person 
was director m 30 mill companies in 1927 In the evidence before 
the Tariff Board in 1932, it was brought out that a single director 
worked on 65 concerns, another on 42 and a third on 34 The prac¬ 
tice is not confined to India, as in England for instance an enquiry 
into the number of directorships revealed that 13 were directors 
of 40 or more companies, 27 of 30 to 39 companies, and 112 of 20 
to 29 companies Finally, a Board of Directors in India may be said 
to have no definite function to perform If they show excessive 
enthusiasm, they are dropped by the managing agents As Mr 
J A Wadia pointed out in his evidence before the Tariff Board 
Enquiry in 1927, “ The majority of the diiectors hardly take much 
interest in the concerns If they are a bit active, they go ” On 
the whole, it may be concluded that in the interests of the indus¬ 
tries, in general, they should not be dependent on managing agents 
for their financial requirements There is not only a need of direct 
relationship between industrial enterprises and commercial 
banks , there is even a greater need for the establishment of in¬ 
dustrial banks in the country 

Concentration of Control 

From the very beginning of the rise of the managing agency 
system, there has been a trend towards the concentration of con¬ 
trol of a number of concerns under one managing agency firm 
The following table abbreviated from Dr Lokanathan’s work on 
“ Industrial Organisation ”, illustrates the extent of concentra¬ 
tion — ’ 
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The same tendency to concentration of control is to be found 
among Indian managing agents. There are a few firms which 
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dominate Indian industries today, e g, Tata Sons, Birla Brothers, 
J K Industries, Dalmia Jam & Co, etc. This concentration of 
administrative control of a number of concerns under a single 
management secures co-ordmation of activities, economies in the 
matter of sales and purchases, of supervision and day-to-day ad¬ 
ministration Administrative mtegration has been called a fea¬ 
ture of the managing agency system at its best Without a 
formal combination, and without losing their separate functional 
existence, the various units are enabled to realise some of the 
economies of the large-scale organisation The system ensures, 
it IS claimed, some of the economies of vertical expansion “ In 
so far as a jute mill, a coal company, a tea garden and a boat 
company are all under one common management, the products 
of one concern find market in the business of the others ” ^ 

On the other hand, it has been pointed out that better results 
are likely to be achieved by economies resulting from close per¬ 
sonal attention than from concentration of management The 
latter requires for its successful working either a very high level 
of organising ability or an equally high level of reliability and 
intelligence among the rank and file In the absence of these con¬ 
ditions, large-scale management leads to waste and irregularities. 
When administered with business capacity and with a sense of 
loyalty to the general interests of all concerned in the business, 
centralised control may be beneficial But there have been con¬ 
cerns not only poorly managed but definitely mismanaged. A 
centralised control affords in such cases greater opportunities for 
juggling with accounts and orders, unfair purchases of raw mate¬ 
rials, crooked dealings in shares, and the subordination in a 
variety of ways of some one company’s interest to another in¬ 
terest - 

Inter-lnvestment of Funds 

The managing agency system has not eliminated competition, 
except as between the units under the same management Indian 
industry has not given rise so far to combinations of the mono¬ 
polistic type But on the other hand, the concentration of man¬ 
agement has led to a practice of inter-investment of funds, a 
practice particularly prevalent in the cotton textile industry in 
Bombay and Ahmedabad Deposits received by mill companies 
at bank rate are loaned to allied concerns at the market rate, and 
the difference is pocketed by the management Funds borrowed 
in advance for extensions are employed in allied concerns or in 

^Lokanathan, loc cit p 28B 

-See Buchanan, pp 165 et seq 
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the managing agents’ own business The surplus funds of one 
concern are invested permanently in allied concerns under the 
same agency In 1922, the Nagpur, Swadeshi and Ahmedabad 
Advance Mills purchased the debentures issued by the Tata Mills 
under the same agency to the extern, of Rs 60 lakhs out of a 
total issue of Rs 1,00,00,000 The balance sheet of Sir Shapurji 
Bharucha Mills in 1924 showed an advance of Rs 4,35,353 to the 
Indian Woollen Mills under the '^ame agents 

The practice of inter-investments ma> bring about a co¬ 
ordination of credit under a unified organisation But the prac¬ 
tice may be harmful to the interests of the shareholders of a com¬ 
pany which has surplus funds Assistance has been given to weak 
companies which would not have otherwise survived, and whose 
closing down would have been advisable m the larger interest of 
society The abuses connected with the inter-investment policy 
have had serious results on the investing public, on whose confi¬ 
dence depends the future industrial development of the country. 
A further abuse of the managing agency system is associated 
with the practice of managing agents taking big loans from the 
companies they manage The Bombay Shareholders’ Association 
gave a statement to the Tariff Board in which they quoted in¬ 
stances of this kind The Balance Sheet for 1931 of the Standard 
Mills of Bombay under the agency of Messrs Mafdtlal Gagalbhai 
and Sons showed that a sum of Rs 3,32,000 was lying with the 
agents The balance sheet for 1930 at the Shorrock Spinning, 
Weaving and Manufacturing Co under the agency of Mafatlal 
Chandulal & Co showed that a sum amounting to Rs 16,17,000 
had been lent to the managing agents Such practices might well 
shake the confidence of investors in industrial concerns 

Indian Companies Act, 1936 

As the result of agitation carried on by the Shareholders’ 
Association, the Indian Companies Act was amended in 1936 
Under the Amended Act, no managing agent can be appointed 
to hold office for moie than 20 years at a time, and even in the 
case of existing agencies the period of office must come to an end 
after 20 years It is also provided that a company may remove 
a managing agent if he is convicted of certain criminal offences. 
The appointment, dismissal, and variations in terms of appoint¬ 
ment of managing agents are made dependent upon the approval 
of shareholders The remuneration of the managing agent is lim¬ 
ited by the Act to a percentage of the net profits, subject to a 
minimum remuneration with an office allowance The method 
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for calculating the net profits is laid down in detail Under the 
Act no company under a managing agent can make any loan to, 
or guarantee any loan, made to any other company by the same 
managing agent Similarly, no company can employ its funds in 
the purchase of shares and debentures of another company under 
the management of the same managing agents Finally, no man¬ 
aging agent can nominate more than one-third of the total num¬ 
ber of directors 

The Act provides that every company shall have at least 
three directors, two-thirds of the total number being elected by 
the shareholders. The granting of loans to directors is prohibit¬ 
ed, and no director can hold office of profit except with the con¬ 
sent of shareholders 

As regards shareholders, the new Act lays down that the 
prospectus must contain all matters which would enable a pros¬ 
pective shareholder to form an honest judgment The articles of 
association must contain the names and addresses of the man¬ 
aging agents and their remuneration Where property has to be 
purchased by a company, the prices at which the property might 
have been transferred during the two years preceding the acqui¬ 
sition of the property must be disclosed If a new business is to 
be acquired, there must be a report of a qualified accountant as 
to the profits made in the business during the three preceding 
years Lastly, the company must render a profit and loss account, 
and a report of the auditors on the documents audited by them 
Details of the remuneration actually paid to directors and the 
managing agents are to be made available to the shareholders 

It has been said that no amount of legislation can make man¬ 
agement more efficient or honest than it is, nor can it make 
shareholders more active and intelligent Nevertheless, there are 
signs that shareholders are awakening to the need of protecting 
their own interests, as evidenced by the establishment of Share¬ 
holders’ Associations in Bombay and Calcutta Though a maj¬ 
ority of shareholders can never be expected to take an intelli¬ 
gent interest in the affairs of the company, there will always be 
a few who would be enabled by the new Act to get the necessary 
information and act on behalf of the general body of share¬ 
holders 

Problems of Industrial Finance 

When we consider generally the financial resources of India 
which can be utilised for mdustnal development, we have, in 
the first place, to take account of such indeterminate items as 
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the resources of the money-lenders and indigenous bankers and 
private hoards It has been suggested that the indigenous shroffs 
and bankers command large amounts of money which, if pro¬ 
perly mobilised and tapped, would help industries At present, 
their activities are not co-ordinated, and no attempt on a large 
scale has been made to establish contacts of a systematic chaidc- 
tei between them and the joint stock banks 

With regard to the amount of hoards that are in existence, 
so far as the agricultural population is concerned, with their 
phenomenal poverty and their hea\^ indebtedness, it is unlikely 
that they hoard to any large extent Wrh regard to the remain¬ 
ing 20 per cent of the population, hoarding is limited by the in¬ 
vestment facilities offered by Government in the shape of Post 
Office Savings Banks, Cash Certificates, and Government Promis¬ 
sory Notes The absorption of gold which marked the 2.'' years 
before 1930 evidently went into ornaments, and was followed by 
the huge exports from year to year after 1930, draining from the 
country what may legitimately be regarded as the accumulated 
capital resources built up in earlier decades 

Savings and Investment 

All capital IS the result of saving With modern developed 
forms of banking organisation, whatever the individual does not 
immediately consume becomes a saving on the strength of which 
banks can create larger volumes of capital and credit The deve¬ 
lopment of banking is determined by the growth of the invest¬ 
ment habit, which m turn depends on the earning capacity of the 
people, their will to save, and the facilities for investment In 
India, none of these factors is adequately developed In the past, 
the finance that India required for block capital and working 
capital was provided by the managing agency system The banks 
which were purely commercial institutions did not and could not 
help industries to any large extent 

It has been estimated in Great Britain that the annual sav¬ 
ings in 1929 were £500,000,000, that is, about 12 to 15 per cent of 
the national income No such estimates are available for India 
Dr. Jeidels, m his discussions with the Central Banking Enquiry 
Committee, suggested a figure of Rs 700 crores as the 
total capital invested m Government and semi-public secu¬ 
rities, in industrial and joint stock companies including 
deposits with banks, but excluding the bulk of foreign 
capital functioning in the country. When we remember 
that this amount has to meet the needs of short-term 
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and long-term agricultural credit as well as of commerce, 
we can well understand how little must be left over for the needs 
of industrial finance Moreover, there has been a tendency for the 
public to invest their savings in real property Government, more¬ 
over, IS a constant borrower, attracting a large number of invest¬ 
ors who prefer the security of such loans to industrial investments 

How far can industry depend upon the joint stock banks for 
the supply of its needs ’ A poor country like India has very little 
surplus in the shape of annual savmgs The commercial classes 
and the salaried and professional section of the middle classes 
may have the will to save, but their capacity is limited There 
are no rules of retirement, there is no scheme of insurance, and 
the social demands on individual savmgs not only in the shape of 
ceremonies and charities, but m the shape of maintaining depen¬ 
dants under the joint family organisation, leave very little in the 
shape of savings for these classes It has also to be remembered 
that banking facilities are very limited One has to face a vicious 
circle m this connection Banking institutions cannot grow m the 
absence of banking habits On the other hand, the growth of 
banking habits is determined by banking facilities Moreover, 
there has been no intimate relationship between industry and 
banking in India Banliing development in India on Western 
lines came a little later than industrial development through the 
managing agency firms Thus industry had to adopt its own 
methods of financing, without reference to the banking structure 
When banking institutions on Western lines were introduced 
into India, they developed on lines already familiar in England 
They were commercial banks without any reference to the needs 
of industry When joint stock banking developed in the middle 
of the 19th century in England, the needs of industry were 
already provided by the financial mechanism There were enor¬ 
mous reserves of capital for the supply of industrial needs 
Methods of finance which were familiar in England, as well as 
methods of commercial banking, were, therefore, brought to 
India in the belief that institutions suited to Great Britain were 
equally suited to Indian conditions In England, moreover, as 
well as in U S,A insurance companies are suppliers of industrial 
finance The distribution of insurance companies’ investments in 
England shows that between a quarter and a third of their funds 
are in the form of shares of industrial enterprises and securities 
of railway companies In India, on the other hand, insurance 
companies have invested their funds m Government or semi- 
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Government securities Under the provisions of the Insurance 
Act, the insurance companies are compelled to invest 55 per cent 
of their liabilities in Government and Government approved se¬ 
curities 

Stock Exchanges 

There are no strong stock exchanges in India except in three 
cities—Madras, Bombay and Calcutta Till recently, in Madras 
shares were taken up as permanent investments So aho in Cal¬ 
cutta except in jute and coal shares, the buying and seeing orders 
come from outside The Bombay Stock Flxchange is regulated by 
the Act of 1925, and continues to be the only inslituti_,n which 
provides facilities for investment, m spite of its being subject to 
periods of frenzied speculation The stock exchanges, however, 
do not touch the large number of persons who have small sav¬ 
ings, except indirectly The bigger shareholders all corno from 
cities like Bombay and Calcutta The bulk of the investments 
come from the rich merchants and the prosperous professional 
classes The banks are mostly unwilling to advise their clients 
about suitable investments In recent times, however, a few 
banks and brokers’ firms perform this function The public gen¬ 
erally prefer Government securities, and the small investor postal 
cash certificates The large number of failures of joint stock in¬ 
dustrial enterprises and the bank failures of 1922-23 had shaken 
the confidence of investors, though this confidence has partially 
been restored in our own days 
Investment Trusts 

It has been suggested that an Investment Trust Company on 
the lines of the British or American institutions may help in¬ 
dustrial finance The investment trust raises capital from the 
public by selling stock to them, which is then put in a number of 
investments Such a trust takes away the responsibility of in¬ 
vestments from the hands of the public, and supplies industry 
with funds It IS pointed out, however, that such companies con¬ 
fine their dealings to established securities, and their primary 
aim IS not industrial They are, therefore, inadequate in a country 
like India which is more or less in the early stages of its indus¬ 
trial development What is neded in India is an organisation 
which will make it one of its objects to foster the growth of new 
industries and afford financial advice 

In recent years a few private and public trusts have been 
established to finance new industries, eg, Tata’s Investment 
Corporation of India, Industrial Investment Trust Ltd, Birds’ 
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Investments Ltd, Oriental Investment, Dena Trust, J K Invest¬ 
ment Trust Ltd , etc Some of these are specifically interested in 
the business and industries in which their managing agents are 
interested, whereas others are trusts only in name, and are float¬ 
ed to undertake any business enterprise that may be consi¬ 
dered profitable Some of them have been run on sound lines and 
cater for small investors who seek security and safety But trusts 
like these cannot serve the purpose of industrial banks, and can¬ 
not, therefore, be a proper agency of long-term finance to in¬ 
dustries 

Industrial Banks 

Since the days of the Indian Industrial Commission, the view 
has been generally expressed that the difficulties of industrial 
finance in India can be met by the establishment of an industrial 
bank “ We consider that the establishment of industrial banks,” 
observed the Industrial Commission, “ working on approved lines 
IS of sufficient national importance to justify Government assist¬ 
ance ” It has been pointed out that an institution created by Gov¬ 
ernment would be lacking in that industrial spirit and practical 
experience which are necessary for success Industrial banks re¬ 
quire a staff who are in daily touch with the business world, and 
who know the conditions of each industry, and a body of experts 
who can judge new schemes and offer advice What is required 
in India is an institution which will inspire confidence in the in¬ 
vesting public as to the soundness of the concerns to which it is 
asked to subscribe The Tata Industrial Bank which was started 
in 1917 with an authorised capital of Rs 12 crores was an enter¬ 
prise which, if it had proved successful, would have been follow¬ 
ed by a number ot similar concerns But it suffered because it 
was established in a year of boom, and committed the blunder of 
becoming more or less the promoter and financier of concerns 
associated with one firm of managing agents ^ 

The UP Government in June, 1936, approved of a scheme 
of industrial credit based on the recommendations of the Indus¬ 
trial Finance Committee of 1934 The scheme envisages the es¬ 
tablishment of an ‘ Industrial Credit Company ’ or a ‘ Banking 
Corporation’, with a capital of Rs 30 lakhs with a Government 
guaranteed dividend at a specific rate, and other Government aid 
towards expenses 

An Industrial Credit Corporation was formed with the help 
of the Bengal Government, in 1937, for the purpose of making 

1 Lokanathan, op cit, pp 256-59 
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loans for the establishment of small industries in Bengal The 
Government agreed to contribute Rs 20,000 a year for 5 years 
towards the administrative expenses of the Corporation, and to 
make good from public funds one-half of any loss incurred upto 
an amount not exceeding Rs 10 lakhs, on the first loans issued, 
and when the loans are repaid, a similar liability for one-haH 
of loss incurred on re-issues The mam object of the experiment 
IS to give help to small industries, and not to piomole genet al 
industrial development 

The Bombay Economic and Industiial Survey Committee 
(1940) has also recommended the establishment ot .i Sm^ll Indus¬ 
tries Bank with a capital of Rs 23 lakhs by tlio Government to 
finance small-scale industries, the dividend to be guaranteed by 
the Government 

Assuming a capitalist organisation to continue m India, 
Indian public opinion may well look with seme hope to the acti¬ 
vities of a Central Industrial Mortgage Bank, which can advise 
the investing public, underwrite shares and help in the distribu¬ 
tion of risks But if there are objections, as we have stated be¬ 
fore, to the successful working of a State-aided Bank of this 
t5rpe, we are irresistibly forced to the alternative of either State 
financing and management of at least the key industries, or a 
policy of socialisation of industiies by legislative measures like 
restriction of profits We are happy to find that Government has 
already established an Industrial Finance Corporation with a 
capital of Rs 5 crores actively to help and promote large-scale 
industries The Corporation will supplement the existing facili¬ 
ties available for the supply of immediate and long-term capital 
to industry Its specific purpose is to provide finance for meet¬ 
ing the long-term needs of private industry The capital is divid¬ 
ed into 2,000 shares of Rs, 25,000 each The Government and the 
Reserve Bank have taken up 400 shares each, and the remaining 
1,200 have been offered to scheduled banks, insurance companies, 
investment trusts and other like financial institutions The share¬ 
holding has been deliberately restricted to specified institutions, 
so that the Corporation “ does not become the monopolistic con¬ 
cern of any group of individuals ” State control in public inter¬ 
est is secured, and the efficiency and experience of private busi¬ 
ness are to be utilised There is a project for a similar Central 
Fmance Corporation to encourage agriculture, and Provincial 
Finance Corporations for promoting small-scale industries 
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CHAPTER XXVI 
FOREIGN CAPITAL 

We have already noticed how industrial development in the 
last century was retarded by lack of indigenous capital and how 
the early British trading firms were responsible as promoters 
and pioneers of industry The period of industrial development 
in the West coincided with the establishment of British rule in 
India This country possessed raw material, untrained but cheap 
labour, and ready markets As Indians were in the early days 
unfamiliar with the conduct of modern business, Englishmen 
and Scotchmen who were already established as traders in the 
country became the leaders of modern business enterprise in 
India They invested their capital in coal mining companies, in 
jute mills, in tea and coffee plantations and in sugar Most of the 
early industrial development of India was accomplished with 
the help of foreign capital In more recent times, though a cer¬ 
tain amount of shares in industrial concerns has changed hands 
and has been taken by Indians, foreign capital has been freely 
allowed to take shelter behind the tariff walls, and to enjoy the 
advantages of a protective policy without any restriction 

The Montagu-Chelmsford Report referred with a kind of 
stolid indifference to the possibility of foreign capital financing 
Indian industries under the protection afforded by the tariff 
wall The Fiscal Commission, on the other hand, pointed out how 
Indian public opinion regarded with suspicion the flow of foreign 
capital into India, on the ground that the vested interests in 
foreign capital tend to be antagonistic to political progress, and 
that enterprises under foreign capital deny to Indians opportu¬ 
nities for training and responsible employment 

The Fiscal Commission went to the length of suggesting that 
the foreign capitalist imports into the country the technical 
knowledge and organisation which are needed to give an impetus 
to industrial development—a knowledge that can be readily im¬ 
ported, as in the USSR, without the import of foreign capital 
The foreign investments in India mostly consist of British capi¬ 
tal The non-British capital invested in our country has been 
estimated at the outside between 150 and 200 million pounds 

Estimates of Foreign Capital Investments 

It is difficult to estimate the total foreign capital invested 
in India It was estimated at £298,000,000 in 1914 and at 
£831,000,000 in 1932-33 An article in the Financial Times of 9th 
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January, 1930, states that the £700 million figure would prob¬ 
ably not be very wide of the mark “ The importance of our fin¬ 
ancial stake in India,” the writer continues, “ is fully recognised, 
probably, only by a limited number of experts Most people have 
no real conception of either its magnitude or diversity Many 
merchants, bankers and manufacturers who are actually engaged 
in the trade would probably find it hard to arrive at even an 
approximate computation of the actual amount of the capital and 
services which is represented External capital enters India in 
such a number of forms that any calculation must be largely 
guess-work ” 

An estimate by the British Associated Chambers of Com¬ 
merce in India for 1933 puts the figure at £1,000 million as 
under — 

(in millions of £) 

Sterling Debt of the Government ' 379 

Companies registered outside but operating in India 500 

Companies registered m India and the rest 121 

Taking the returns given in the latest Statistical Abstract 
(1930-31 to 1939-40), we find that m 1938-39 the sterling capital, 
that is, the paid-up capital of ]oint stock companies registered 
elsewhere than in India, but working in British India was distri¬ 
buted as follows — 


Railway and Tramways 

£ 

23,000,000 

Other transit and transpoit 

12,000,000 

Tea 

26,700,000 

Other planting companies 

2,500,000 

Coal mining 

240,000 

Other mining and quarrying companies 

110 , 800,000 

Cotton mills 

270,000 

Jute mills 

3,290,000 

Cotton, ginning, pressing, baling, etc 

150,000 

Estate, land and building 

340,000 

Sugar companies 

300,000 

7,290,000 

Total 

£186,880,000 

Banking and loan companies 

96,250,000 

Insurance companies 

78,120,000 

Navigation companies 

35,510,000 

Trading and manulactuimg companies 

344,370,000 

Grand Total 

£741,130,000 


We have not included m this estimate the sterling debt of 
the Government of India which amounted to £350,000,000 in 
1938-39, and which has now been wiped out with the help of the 
sterling claims on England, which the has enabled India to 
acquire through her war supplies to the belligerents. Comparing 
with these figures the figures for 1917-18, we find there is a re 
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markable rise from £23 million for Banking and Loan companies 
in 1917-18 to £96 million m 1938-39 There is a similar rise in 
trading and manufacturing companies from £171 million in 
1917-18 to £344 million in 1938-39 

There has thus been an increase m sterling investments in 
India by £250,000,000 in twenty years The estimated total of 
British foreign investments in the world as a whole is £4,000 
million , excluding the sterling debt of the Government of India 
which has now been paid off, about one-fifth or 20 per cent of 
these investments are in India In 1911, Sir George Paish had 
calculated the investments in India, at 11 per cent of the total 
foreign investments of Britain 

Mr Findlay Shirras in a brochure points out that such cal¬ 
culations are incorrect, because they include companies doing 
business m other countries as well as in India He estimated for 
1929-30 the total sterling investments at £500,000,000.^ Even 
assuming his argument to be correct, we have to take into ac¬ 
count the increasing imports of sterling capital during the last 
few years of companies registered in India with a rupee capital 
It is well-known that the match industry in India is a huge com¬ 
bine run with foreign capital and under foreign control. 

According to a recent article in the Financial Times of Lon¬ 
don (24th March, 1943), the total British investment in India in 
1936 was £616 million, comprising £376 million Government of 
India Sterling obligations and £240 million other investments 
The Government of India sterling obligations have been now 
paid off, and the still surviving British investments in India now 
total £240 million as under — 

million 

£ 

Municipal and Port Trust Loans 15 

Companies registered in India . 75 

Companies registeied elsewhere but operating in India 100 
Other trade mvestment 50 

Total £ 240 

In view of the great number of foreign concerns, British and 
non-British that have been set up in India as “India, Ltds ” pass¬ 
ing as Indian concerns in the last few years, we have no hesita¬ 
tion m characterising the above figures as a very great under¬ 
estimate Moreover, the non-British investments which have 

» "Poverty and Kindred Economic Problems In India,” 3rd Edition, 1935, p 22 
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been estimated at about £200 million are also to be taken mto 
account while considering the problems of foreign capital m 
India ^ 

It IS certainly a matter of great regret that no accurate 
statistics of foreign investments in our country are available to 
us in spite of the fact that the Reserve Bank of India has been 
functioning since 1935 The problem of foreign capital in India 
and its possible effects on the economic life of the country is a 
vital problem, and the accurate computation of the total amount 
of such foreign capital is a very difficult and complicated busi¬ 
ness, specially since the recent development of the “India Limit- 
eds ” and the mixed holdings m a number of companies Certain 
companies that appear, prima facie, as foreign are now owned 
by a majority of Indians, eg Titaghur Paper Mills, Calcutta, 
have about 80 per cent Indian shareholders There are other 
foreign concerns with a few Indian shaieholders A majority of 
the British controlled concerns have appointed some Indian 
Directors on their Boards, e.g Jatia Brothers in Andrew Yule 
and Co , Mukerjees in Martin & Co and so on The words ‘ India, 
Ltd ’ are not always a sufficient clue to the foreign character of 
a company, for all foreign concerns do not use these words while 
registering in India Again, a number of subsidiaries of foreign 
companies are registered in India without any indication of their 
foreign nature in their names Only an agency like the Reserve 
Bank of India with all its resources is capable of collecting all 
the particulars of the foreign concerns and capital in India. In 
view of the vital nature of this question, it should be the primary 
concern of our Central Bank—the Reserve Bank of India—to 
organise an enquiry into the extent and amount of foreign in¬ 
vestments m India, and to keep an accurate recoi d of the changes 
in them from time to time-^ 


^In the last two years a numbet o£ foreign concerns have been bought up by 
Indian caoltalists at highly inflated puces The political uncertainty and the 
transfer of power to Indians m August 1947 and the capital appreciation offered by 
buyers are the factors responsible for this On the other hand, concerns with 
Joint Anglo-Indian or American-Indian capital have been increasing, and this new 
development of partnerships between foreign and indigenous capital requires to be 
carefully watched, e g we have the Blrla-Nuflleld combine the Tata ICI combine, 
the recent floatation of Textile Machinery Manufacturing Co etc 

“ A similar suggestion, it is Interesting to note, is to be found m a recent USA 
Treasury announcement, as reported in the Banker, June, 1943 "Reports are 
required concerning all property, subject to the jurisdiction of the United States, 
which IS foreign owned or in which a national of a foreign country has an interest, 
regardless of whether such property belongs to a foreign national, whose assets 
have been frozen under Executive Order No 8389 ” The Banker goes to observe 
"Although this American experiment has sprung from the exigencies of war its 
most useful application will surely be in connection with the new international 
exchange system, for there is now widespread agreement, irrespective of the merits 
of particular schemes, that much greater knowledg is required of each county’s 
foreign assets and liabilities The U S plan enjoins member countries as a matter 
of poUev, "to make available full information on all (foreign owned) property 
in the form of deposits securities and Investments ’’—"United States War Finance," 
in the Banker, June, 1943, pp 170-1 
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The Western India Match Co, is run with Swedish capital 
and under Swedish control It had only four factories in 1928 
It has now 11, in addition to the Indian companies which it con¬ 
trols by holding a large proportion of their capital The company 
also controls the supply of Swedish and German match machin¬ 
ery through a subsidiary, namely, the Match Manufacturing 
Supply Company, 

The capital and resources of Lever Brothers, the most 
powerful soap concern in the world, are considerably greater than 
the combined strength of all the Indian soap manufacturers 
Operating, as they are, under the protection of Indian Customs, 
it has been pointed out that it is very doubtful if the Indian in¬ 
dustry can survive the competition The Engineering industry, 
where 300,000 persons find employment, is a preponderantly 
British enterprise with two British companies in control, Braithe- 
waite & Co (India) Limited, and Jessop & Co, Limited 

As early as 1912, Alfred Chatterton in his “ Industrial Evolu¬ 
tion of India ” endeavoured to demonstrate the futility of a pro¬ 
tective policy by assuming that our rulers would not bar the 
entrance of foreign capital into the country “ Protection,” he 
observed, “ would attract capital from abroad, and with the capi¬ 
talist would come the technical expert and the trained organiser 
of modern industrial undertakings Success would undoubtedly 
attend their efforts, and India would contribute labour and raw 
materials The educated Indian would play but a small part, 
and he would in course of time realise that the protective duties 
mainly served to enable Europeans to exploit the country ” 
“ India does not want a protective tariff to enable an artificial 
industrial system to be created, the masters of which will be 
able to take toll of the earnings of the country, and establish a 
dram on its resources which will in the long run retard progress ” 

It has been said that protection has cost the Indian people 
about Rs 500,000,000 but its mam benefit has accrued to foreign 
interests, mainly British Even the cotton textile industry has 
over 20 per cent of its capital in British hands.^ In sugar, cement, 
paper, matches, the foreign share is substantial To take full 
advantage of the policy of protection, foreign companies have 
opened their subsidiaries m India, registered in India The giant 
concerns like Lever Brothers (Soap), Dunlop (Rubber), Imperial 
Chemicals, have their Indian subsidiaries The non-Indian fac¬ 
tories backed up with a big capital have started colossal produc¬ 
tion of matches, cigarettes, soaps, boot and shoes, rubber, chemi- 

»Asoka Mehta, “The Heights ot Simla," 1940, p 8 
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cals, etc driving the Indian concerns to the wall ^ Not only do 
they compete with large-scale industries but they also threaten 
our small-scale industries In this connection, it is pertinent to 
note that even the Bombay Industrial and Economic Enquiry 
Committee has been constrained to remark that the competition 
of the India Limiteds is a very real one They observe “ We de¬ 
sire to draw the forceful attention of the Local Government to 
the difficulties which small Indian concerns are bound to, and 
indeed do, feel in the face of the competition of such concerns 
of a much larger size If it is the objective of our industrial 
policy to encourage the establishment of small concerns, then 
the objective is defeated if these large foreign concerns are 
permitted to establish themselves without reasonable and effect¬ 
ive limitation Have we grown alive to the menace of ‘(India) 
Ltd ’?3 

The Employment of Foreign Capital in India. 

Indian public opinion with regard to the value of foreign 
capital investments in India did not definitely express itself till 
1922. It was the Fiscal Commission that pointed out that witnesses 
declared that they did not wish foreign capital to be admitted 
except under definite restrictions The Commission observed that 
there were mainly two reasons for the distrust of foreign capital. 
Firstly, that the non-Indian industrial interests, finding shelter 
under a protective policy would work against the political aspira¬ 
tions of the country Secondly, the foreign capitalists would re¬ 
fuse to tram up Indians It will be noticed that these were ex¬ 
actly the reasons which Chatterton urged against the adoption 
of a protective policy The Fiscal Commission expressed them¬ 
selves in favour of rapid industrialisation even with the help of 
foreign capital They said “ By admitting foreign capital freely 
India admits the most up-to-date methods and the newest ideas, 
and she benefits by adopting those methods, and assimilating 
those ideas If she tried to exclude them, the policy of industrial¬ 
isation could with difficulty be brought to a really successful 
pitch We hold, therefore, that from .he economic point of view 
all the advantages which we anticipate from a policy of increas- 

^Ibid. p 11 

=> Report, 1940, pp 168-169 

®Soine of the important foreign concerns of this type aie Lever Bros (India) 
Ltd Kores (India) Ltd, Caltex (India) Ltd, Candy Filters (India) Ltd, Dunlop 
Rubber Co (India) Ltd, Goodyear Tyre ft Rubber Co (India) Ltd, Marshall Sons 
ft Co (India) Ltd Siemens (India) Ltd, Skoda (India) Ltd Tide Water Oil Co 
(India) Ltd. (vide Hanjan, Vol VI, No 29. p 231) A list of 122 such foreign 
companies and another of 58 has been published in Harijan Vol VI, No 30, pp 2M- 
246 and No 33, p 264 respectively The lists are not exhaustive. 
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ed industrialisation would be accounted by the free utilisation of 
foreign capital and foreign resources”^ 

The minority of the Commission, including the president 
and four others out of a total of 11 members, in their minute of 
dissent, pointed out that the right to establish an industrial en¬ 
terprise behind the tariff wall is a concession, that there is no 
distinction between Government granting subsidies or bounties 
out of public revenues, and allowing an industry to tax 
the people by higher prices as the result of protection 
If imposition of conditions is justifiable in the one case, 
It is equally justifiable in the other They also observed 
that the Commission had mixed up loan capital and 
ordinary capital The minority laid down conditions with 
regard to foreign capital invested m manufacturing in¬ 
dustries in India These conditions were (1) That such com¬ 
pany should be incorporated and registered in India in rupee 
capital. (2) That there should be a reasonable proportion of 
Indian directors on the Board (3) That reasonable facilities 
should be offered for the training of Indian apprentices 

The restrictions which the dissenting minority proposed were 
later on endorsed in part by the External Capital Committee in 
1925 The Committee’s recommendations were as follows “Where 
investment of foreign capital carries with it the control of an 
undertaking, we consider it reasonable that when Government 
grants particular concessions to the Industry, it should exercise 
such control over the undertaking as will ensure that the benefits 
of the concessions accrue primarily to the country (a) Where 
the concession is general, as in the case of a protective tariff, it is 
impracticable to effect any discrimination (b) Where definite 
pecuniary assistance, such as a bounty is granted to any parti¬ 
cular undertaking, we consider that discrimination is feasible, 
and no such assistance should be granted to any company, firm 
or person not already enjoyed in that industry in India unless 

(1) reasonable facilities are granted for the training of Indians, 

(2) in the case of a public company unless (i) it has been formed 
and registered under the Indian Companies Act, (ii) it has a 
share capital expressed m rupees, (in) such proportion of the 
directors as Government may prescribe consists of Indians, (c) 
Where a concession is granted to exploit a wasting asset such as 
a mineral concession, no definite rules can be prescribed.”^ 

None of these recommendations was embodied in legislation 
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On the other hand, the provisions of the Government of India 
Act of 1935 laid down that no disability in regard to the holding 
of property or the carrying on of any occupation or trade could 
be imposed on a British subject in British India British com¬ 
panies carrying on business in British India were to be eligible 
for any grant or subsidies to the same extent as was payable to 
companies incorporated in British India In the case of com¬ 
panies not engaged in any branch of trade or industry at the 
time of the legislation, permission was given to Indian Legisla¬ 
ture to confine subsidies to such bodies as were incorporated 
under the rules of British India, and which offered facilities for 
training Indians and had upto half of their directors Indians. It 
was reserved to the British Parliament to incorporate into a 
constitutional document under which British India was to be 
governed a discriminatory clause not only protecting non-Indian 
interests but discriminating in favour of such interests 

The mam objection to the employment of foreign capital in 
India has always been that it draws away and out of the country 
the surplus production in the shape of profits from year to year 
—a surplus out of which further production capital could be 
built for the expansion of Indian industrial enterprise There is 
not much of a difference between exporting the raw materials 
to foreign countries and importing finished goods made out of 
these materials, on the one side, and the utilisation of these raw 
materials by industries inside the country financed and con¬ 
trolled by foreign capitalists on the other The only difference, 
if any, is that in the latter case the foreign enterprise working 
in India may employ a few hundred thousand low paid workers. 
The Indian labourer may receive his wages of bare subsistence; 
but the skilled labour will be all foreign ^ 


Future Prospects 

We have already referred to the menace of foreign concerns 
passing themselves off as Indian concerns; and it is really sad 
to note that no action has been taken against these foreign con¬ 
cerns, which prevent the growth of Indian concerns by their 
capacity of cut-throat competition, and driving to the wall the 
Indian concerns, which ordinarily lack strong financial backing. 
Moreover, these foreign concerns take the benefit of a protection 
which should really aim at giving help to the indigenous con- 


1 Cl "The gilded days of the nabobs would appear at first sight to have 
vanished at the close of the 18th century, no longer would it seem possible for the 
servants of the Company, paid a comparatively small salary, to retire with a hand¬ 
some fortune but these leeches have their successors who draw sums, perhaps not 
so startlingly large, but obtained by means not radically different in kind, from 
Investiiwoti la jute, cotton, tea and coaL” A. C. Russell, op. clt p. 42 . 
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cems only, and not to the foreign concerns If we do not want 
the whole of our future development to come under the domin¬ 
ation of foreign finance-capitalism, some urgent action against 
these foreign concerns is needed 

Finally, whist we fully recognise the services which foreign 
capital rendered to this country in the early days of Biitish rule, 
at the stage of economic development that we have leached to¬ 
day, we have no hesitation in saying that if this country needs 
foreign capital, it should obtain this capital by borrowing abroad 
on reasonable terms, instead of allowing private investors and 
joint stock companies to exploit its resources, and tolerating the 
economic penetration of the country that has marked the earlier 
penod of its industrial life As a matter of fact what has happen¬ 
ed IS that, whilst the sterling loans raised abroad for the develop¬ 
ment of railways and irrigation works, which were borrowed on 
reasonable terms, have been paid off by the Government of India, 
taking advantage of the phenomenally favourable trade balances 
during 1941 and 1942, the Government remained stolidly indiffer¬ 
ent to the demand for liquidating by the same mechanism the 
private sterling capital invested in oui industries The attitude 
was in striking contrast to what has been done in USA, South 
Africa and Canada Not only the British holdings in 112 Com¬ 
mon Stocks, 31 Preferred Stocks and 22 Bond Issues were liqui¬ 
dated in U S A, but some of the investments had been sold even 
at a loss, e g, the assets in American Viscose The Dominion of 
South Africa liquidated practically all the British holdings in the 
South African Gold Mines, while Canada secured the British- 
owned Canadian securities and Railway stock ^ 

It has been suggested that external capital is to some extent 
necessary in the present circumstances, for the purpose of hasten¬ 
ing industrialisation and shortening the period of the consumer’s 
sacrifice, and for providing it with the modern equipment of in¬ 
dustry The change m India’s financial condition during the last 
few years, which has much improved, gives India ample oppor¬ 
tunities for commanding such modern equipment as it may re¬ 
quire in the future The consumer’s sacrifice is a familiar argu¬ 
ment with traders , but it is a question of balancing the gains of 
industrialisation against a low standard of life such as accept¬ 
ance of the economic status quo in India involves As for hasten¬ 
ing industrialisation by the help of external capital, we have 

India,” Federation of Indian Chambers 

at ccmunero^ weta Industry, 1943, pp 
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already stated that there is no objection to such a policy provid¬ 
ed the external capital is borrowed as a loan on equitable terms 

It is, however, necessary to raise a note of warning against 
tendencies that lie ahead We have refei red in the earlier pages 
to the establishment of a number of companies with British 
capital known as the India’s Limited, not the least important of 
which is the Imperial Chemical Industries (India) Limited A 
recent publication ' sponsored by British capitalists refei s to this 
company as “ a solace to our military leaders and to the indus¬ 
trialists and businessmen of India a source of ineffable satisfac¬ 
tion.” The Bombay Plan, known as the Industrialists’ Plan, refers 
to India’s high credit in foreign capital markets, and to the possi¬ 
bility of borrowing substantial amounts of capital in these foreign 
markets Indian businessmen and industrialists have been invit- 
ted to conferences m Great Britain and America, Indian scien¬ 
tists have vexed eloquent over the possibilities of an enteatc 
cordiale between Indian and British industrialists Even exhorta¬ 
tions about the desirability of a partnership between Indian and 
British capitalists have been received with a chorus of jubilant 
approval by the Press The publication from Great Britain to 
which we have referred talks of the “ altruistic ideals of the Cen¬ 
tral Government (of India), which has always made a co-ordin¬ 
ation of interests of this nature the pivotal point of its domestic 
policy ” After referring to the potentialities of investment in iron 
and steel, hydro-electric projects, railway expansion, tea and jute 
and petroleum, and the need of India for assistance in skill and 
enterprise and money, the publication goes on to say “ If the 
British pound and the Indian rupee participate to the fullest ex¬ 
tent in the movement, then the East and West may join together 
in the march towards a great prosperity that lies palpably ahead ” 
British industrialists are assured that “India provides great and 
promising opportunities for investment in industries that already 
exist, plus potential development and additions, and that “the 
future of investment in India is full of promise supported by past 
achievement ” 

And this rapproachment is not one-sided our Indian busi¬ 
nessmen and industrialists are as anxious for this partnership as 
British industrialists have been The association of one of the 
authors of the Bombay Plan with the Government of India as a 
member of the Viceroy’s Executive Council, was in itself signi¬ 
ficant. But, when this Planning Member declared, in answer to a 
question asked in the Central Legislative Assembly, that the plans 

* "Future of Investment in India,” CFC, London, September, 1M4 
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for post-war industrial development undertaken by the Govern¬ 
ment were based on the assumption, that the clauses of the Act 
of 1935 which prohibited discrimmation against British capital 
and enterprise would continue m operation, it became evident 
that we would in all likelihood be subjected to a renewal of 
capitalist exploitation in which British industrialists would share 
the profits with Indian industrialists 

The way out of this vicious circle seems to he in the direction 
not simply of a national government, but of a government that 
can utilise the enormous sterling accumulations that the war has 
brought to us in the development of our roads and docks and 
water works, above all m the extension of mass education and 
the provision of social services And if further funds are needed 
we can borrow on reasonable rates of interest for the nationalis¬ 
ation of our key industries and the development of public utili¬ 
ties The initiation of a system of low-interest, long-term loans 
abroad seems alone to point to future prosperity both for the 
already developed and hitherto undeveloped countries of the 
world Let us not forget the example of Russia 

The USSR had not much fixed capital in the early days of 
the establishment of the new regime It was able within twenty 
years to achieve an economic development which took a century 
and more in other countries to bring about Revolutionary Russia 
expected no aid from abroad nor did she desire to become de¬ 
pendent on foreign capitalists Its modern economy has been 
built up out of production goods rendered possible by limiting 
the consumption of the masses, and involving heavy sacrifices 
upon the people for a period The prospects for industrialisation 
are very much brighter today in India than they were for Soviet 
Russia in 1917 ^ 

CHAPTER XXVII 
COTTAGE INDUSTRIES 

In 1931, out of a total population of 353 millions about 10 per 
cent or 35 millions were dependent on industries During the 
twenty years between 1911 and 1931, the number of workers em¬ 
ployed in all types of industry has markedly declined in spite of 
the stimulus given to Indian manufacturing enterprises by the 
first world war. The following table shows the extent of the de¬ 
cline — ~ 

iMr Colm Clark's views in this connection are worth noting According to him. 
our savinas are meagre and our capital needs very heavy But realising the dangMS 
of foreign capital he advises Indians to nationalise key Industries, and to keep the 
sector of consumers' Industries only open for private enterprise, so that foreign 
capital cannot do any mischief He also advises the development of cottage Indus- 

a Kate MltcbeU, op dt. p 277 



COTTAGE INDUSTRIES 


1911 1931 Percentage 

of 

variation 

Population (in millions) SI'S 353 +12 1 

Working population (in millions) . 149 154 + 40 

Persons employed in industries (m 
millions) . 17 5 15 3 —12 8 

Percentage of workers in industry to 
working population . . 117 10 — 9 1 

Percentage of industrial workers to 

total population 5 5 4 3 —21 8 

There has been a decrease of industrial workers by more 
than two million as a result of the continued decline of the tradi¬ 
tional handicraft industries, and the population thus displaced 
was not absorbed in large-scale factory work Taking the figures 
of the average number of workers daily employed in factories 
(industries that employ more than 20 workers), we find that in 
1939 these factories employed 1,751,000 persons Taking the work¬ 
ing population to have increased from 154 to 158 millions m the 
same period, the proportion of factory workers is about 11 pei 
cent of the total working population If we add to this figure 
about a million more workers employed in mines and railways, 
the percentage would increase to 1 7 of the working population 
We have already traced elsewhere the causes of this process 
of “ de-industrialisation as well as of the relatively retarded 
development of large-scale production The artisan of the earlier 
days was an organic member of the village community , he own¬ 
ed the tools that he employed and the raw materials of his trade, 
which he obtained from the neighbourhood of the village or 
from the distant sources The village weaver was the only crafts¬ 
man who broke through the circle of village self-sufficiency, and 
found an outlet for his products in places far away from his 
village In the town, the artisans had to meet the needs of varied 
social groups, each with its own standard of comfort and luxury 
Such craftsmen reached a high degree of skill and workmanship 
Throughout the 19th century, British policy towards India was 
primarily intended to meet the needs of British manufacturers 
for increased supply of raw materials from India, and for in¬ 
creased opportunities of selling British manufactures By 1850, 
India was importing more than a quarter of the total textile 
exports of England As machine-made cloth affected the hand- 
loom weavers, so machine-made yarn affected the spinners. The 
craftsmen employed m silk and woollen goods, in the crafts of 
pottery and glass and paper, experienced a similar fate. The 
domestic industries which once enabled even the agricultural 
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classes to supplement their income gradually declined By 1900, 
India was converted into a large-scale exporter of rice, cotton 
and jute, of tea and oil seeds The network of railways construct¬ 
ed in the second half of the 19th century “ was the most import¬ 
ant single factor in this transformation of India into an agricul¬ 
tural colony of British Industry,” facilitating as they did the 
export of raw commodities and the import into the country of 
British goods 

The disappearance of the old trades and crafts was not only 
due to the flow of commodities from abroad, but also due to the 
export of raw materials which once were at the disposal of the 
worker, either as free goods like hides and skins, or obtainable 
at low prices The patrons of some of these products of craftsmen 
in the shape of fine textiles and inlaid work—the wealthy towns¬ 
men and others centring round the courts of rulers and chiefs 
were no longer to be found With the advent of improved facili¬ 
ties of trade and transport, the breaking down of the barriers 
between the village and the town, there arose a class of mer¬ 
chants and traders who acted as middlemen and who helped in 
scaling down the remuneration to the workers, and made it diffi¬ 
cult for them to carry on their crafts A new proletariat arose 
within the country, not a proletariat of industrial workers em¬ 
ployed in large-scale production, but a proletariat of half-starved 
farmers and landless labourers 


Classification^ 


Cottage handicrafts and industries in India today may be 
divided into four classes (a) peasant art and crafts carried on 
as subsidiary occupations by cultivators which supply their own 
household needs and which sometimes are intended for an ex¬ 
tended market, (b) industries which supply the needs of the 
village carried on by a specialised group of workers like carpen¬ 
ters, blacksmiths and potters, (c) village art industries carried 
on by artisans with specialised skill and aiming at a standard of 
art which appeals to a wider market, and (d) urban arts and 
crafts representing superior craftsmanship many of which still 
survive 


^We have followed the classification suggested by Radhakamal Mukerjee In 
“Economic Problems of Modern India ” Vol II 1941, edited by Radhakamal 
Mukerlee and H S Dey The Bombay Industrial and Economic Enquiry Com¬ 
mittee Report suggests an alternative classification By small-scale industries, the 
Committee mean Industries where power is used and the number of workers 
empolyed is less than 50 and capital invested is less than Rs 30 000 It also means 
industries carried on in Karkhanas where the number employed exceeds 0 The 
cottage industries are defined as industries where no power is used and the manu¬ 
facture is carried on in the home of the artisan 

According to Dr V K R V Rao, smaU-soale industries are (1) those auxiliary 
to large-scale Industries, e g roller skins, pickers, motor cushions, etc, (21 t h^ 
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(a) Crafts affording subsidiary occupation to cultivators 

The cultivator in India is occupied with agricultural work 
for about eight months in the year, and even in the busy months 
his work IS not continuous Amongst the subsidiary industries 
still pursued by farmers may be mentioned hand spinning and 
weaving, flour grinding, rice pounding, basket making and seri¬ 
culture Hand spinning is by far the most important of these 
occupations Handspun goods made by the villagers not only 
supply the needs of the family, but have sometimes a wider mar¬ 
ket beyond the locality Weaving is likewise a familiar occupa¬ 
tion with village housewives According to the Census Report oi 
1921, “ there is an average of nearly one loom to every two occu¬ 
pied houses ” The Fact Finding Committee which reported in 
1942 estimates the working handlooms at two millions over the 
whole of India ‘ More recently, due largely to the activities of 
the Congress and the All-India Spinners’ Association, there has 
been a considerable expansion of hand spinning in the villages 
The spinners are mostly the landless labourers who have no work 
for SIX months m the year and whose earnings amount to an 
average of Rs 5 per month by spinning The earnings of an aver¬ 
age spinner vary from 6 pies to 2 annas for an 8-hour working 
day 

Weaving 

It has been said that one-third of the cloth consumed in 
India IS produced by the hand-loom This may be accounted for 
by the fact that apart from the specialised caste of weavers, 
there is a considerable proportion of the agricultural classes who 
take to weaving as a subsidiary occupation In Bihar and Orissa, 
the hand-looms supply 40 per cent of the consumption of piece- 
goods in the province - 

We reproduce on the next page a comparative table from 
the Report of the Fact Finding Committee (Handloom and 
Mills) showing cotton yarn consumed and cloth produced both 
for mills and handlooms —* 

engaged in the supply of repair sei vices, e g motor repairing and othei workshops, 
(3) those engaged In the manufacture of finished goods eg brass and copperware 
iron foundries furniture cutlery, soap-making etc Cottage indusries are classified 
by him into (1) those dealing with cotton, wool and silk, spinning and weaving 
etc, (2) those dealing with metals, eg brass and copperware, (3) those dealing 
with wood, e g furniture making, (4) those dealing with leather, (5) those dealing 
with earth, sand, etc eg potery, bricks and tiles, (6) those connected with food 
eg canning, sweet meat making, (7) industries such as bangle and paper making, 
bidi making, etc (“Small-scale and Cotton Industries" in “Industrial Problems of 
Modem India," edited by P C Jain, 1942) 

^The report of this Committee was not available till late in 1943 
■•“Economic Problems of Modern India,” Vol II, p 5 
=* Report, pp 55-6 
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Cotton Yarn Consumed and Cloth Produced in Indian Mills and 
llandlooms 



Cotton Yarn Cotton Cloth Yam avail- 

Cloth pro¬ 


consumed produced in 

able to 

duced on 

Year 

in mills 

mills 

handlooms 

handlooms 


(In million 

(m million 

(in million 

(in million 


lbs.) 

yards) 

lbs.) 

yards) 

1900-01 

88 

420 6 

1616 

646 4 

1910-11 

218 

1,042 0 

217 0 

868 0 

1920-21 

327 

1,563 1 

232.8 

9312 

1930-31 

519 

2,480 8 

314 3 

1,257 2 

1935-36 

678 

3,240 8 

362 6 

1,450 4 

1936-37 

695 

3,322 1 

316 3 

1,265 2 

1937-38 

766 

3,661 5 

323 3 

1,293 2 

1938-39 817 3.905 3 425.8 1,703 2 


We sJso give another table from the same report showing 


the total production of hand woven cotton cloth per annum 
based on estimates supplied by Provincial and State govern¬ 
ments for years immediately preceding the war period —’ 


Total Production of Hand-woven Cotton Cloth per annum 
(m million yards) 



Cotton Cloth 


Cotton Cloth 

Province or State 

including 

Province or State 

Including 


hand spun 


hand spun 

Assam 

31 600 

UP 

255 125 

Bengal 

148.206 

Baroda 

9 265 

Bihar 

76 000 

Cochm 

4 000 

Bombay 

174 236 

Hyderabad 

76 611 

C P and Berar 

103 173 

Jammu and Kashmir 

11464 

Madras 

407 027 

Kolhapur and Deccan 


Orissa 

56 178 

States 

13 190 

Punjab 

228 000 

Mysore 

26 280 



Grand Total 

1,620.356 


The Report goes on to observe that the total figure does not 
include Sind, NWF Province, Gwalior, Travancore and some 
other areas Adding 5 1 million yards for Smd, 40 7 million yards 
for Travancore, and 140 million yards for the rest of India, the 
Report estimates the total for all-India at 1806 2 million yards. 
The total production of hand spun and hand woven cloth is esti¬ 
mated at 163 2 million yards 

It will thus be seen that mill production of cotton cloth 
increased from 40 per cent of the total in 1900-01 to 70 per cent 
in 1938-39 whilst that of handloom declined from 60 per cent of 
the total in 1900-01 to 30 per cent in 1938-39 

The hand-loom weaving mdustry in India is still an import¬ 
ant industry, m fact the largest and most widespread after agri¬ 
culture The consumption of yam by hand-looms increased from 
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225 million pounds m the period 1915-24 to 344 million pounds 
in the ten years, 1925-35 Emphasising its importance the Tariff 
Board (1932) observed that it provides “ an occupation for the 
agriculturists in the season when agricultural work is slack and 
enables him to use his time, which would otherwise be wasted, 
in producing goods of a certain—even though limited—value.” 

In India, both the coarser and the finer qualities of goods are 
made by the hand-looms , but they are losing ground as regards 
the coarser varieties During the years when the Khaddar move¬ 
ment stimulated the hand-loom industry the factories took ad¬ 
vantage of the cry, and furnished an imitation which hart a great 
sale. 

According to the Fact Finding Committee the number of 
weavers is 14,34,178 whole-time and 747,654 part-time, the total 
being about 2 4 million Besides these, there are auxiliary work¬ 
ers, some paid and others unpaid, estimated at about 3 6 million, 
thus giving us a total of about 6 million weavers for the whole of 
India, for 2 million working hand-looms In addition to these there 
are the dependants, and assuming on an average 3 dependants for 
each of the 2 4 million weavers, the total number dependent on 
the hand-loom industry may be estimated at about 10 millions 
The value of hand-loom production in India is estimated at 72 80 
crores of Rupees, the value of cotton cloth being 47 10 crores, silk 
Rs. 14.76 crores, artificial silk Rs 416 and wool Rs 3 28 crores in 
1939-40.1 

One of the reasons why hand-woven cloth is more popular 
than machine-woven cloth is the variety of the patterns which can 
be produced on the hand-made article Moslems wear plaids which 
are of infinite variety while borders are common on Hindu men’s 
and figures on Hindu women’s clothing Hand weaving supplies 
this demand in an endless selection of patterns This desire for 
designs makes itself felt still more in the demand tor silk fabrics 
Each dress length is woven independently and the pattern may 
vary for its different parts It is impossible to weave these econo¬ 
mically on a power loom.^ 

In earlier days, the weavers lived in villages and worked 
mostly for their neighbours In towns, many worked on their own 
raw materials for competitive sale in a local market Today, the 
weaver has become dependent on merchants who have advanced 
money. They have been subjected to competition from the large- 
scale machine production which they have been able to meet only 

^Report, p 61 
> Buchanan, op cit. p 76 
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by increasing dependence and indebtedness The weavers work in 
shops which are also their residences Some of them erect tents in 
which they work, others rent a shop. A large number work at 
piece rate for other weavers who own houses and looms A few 
employers hire out sometimes as many as 50 weavers 

Much has been done of late by the Government and bodies 
like the Salvation Army to improve hand weaving Attention has 
been given to new types of looms The fly shuttle is now exten¬ 
sively employed The Basle Mission has helped in the introduc¬ 
tion of new looms and in the production of new types of cloth 
Attempts have been made to provide financial help to the weaver 
by co-operative financing and marketing arrangements 

In spite of all that has been said in favour of cheap factory 
products and of the gloomy future that faces the hand-loom in¬ 
dustry, there are certain considerations which must not be lost 
sight of in judging the future of the industry The hand-loom re¬ 
quires small outlay The labour supply is plentiful It gives a sub¬ 
sidiary source of income to millions of the rural population, who 
can work in their leisure hours or m the slack season The industry 
supplies a fundamental necessity of life in the shape of clothing 
by work at home As far as the substitution of mill cloth by hand- 
woven cloth in the case of the villagers themselves is concerned, 
there may be some increase in the cost of the cloth, but that would 
be more than balanced by the additional wages pi ovided for them 
by the hand-loom Gulzari Lai Nanda writing on this question 
points out that Indian mills produce cloth to-day worth about 50 
crores of rupees, “of this a sum of about ten crores of rupees 
constitute the wage bill of the industry Khadi of the same value 
would provide 35 crores of rupees m the shape of wages Khadi 
manufactuied from the same quantity of cotton would be sold at 
100 crores of rupees, of which the wage bill would amount to 70 
crores of rupees As against a rise of 50 crores of rupees in the 
price of cloth, the increase in the amount distributed as wages 
is 60 crores of rupees ” There are many who would welcome in 
this country such a re-distribution of income 

Moreover it may be noted that hand weaving is not a decay¬ 
ing industry In spite of its decline and the great development of 
the cotton textile industry, the latter employs only a seventh of 
the total number of workers engaged in cotton cloth production, 
while the remaining six-sevenths are employed in the hand weav¬ 
ing industry, even after a century of competition from the mill in- 
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dustry The Indian hand loom industry may well be said to have 
clearly shown its capacity for survival' 

It may also be pointed out that the hand-loom industry does 
not directly compete with mill-made cloth As the Director of 
Industries (Bombay), Mr R D Bell observed, “ The mill industry 
and the handloom industry are not really antagonistic to one 
another A great part of the output of the handloom is composed 
of specialised types of cloth which are not suitable as regards 
quantity for mass production The amount of direct competition 
between mills and hand-looms is at present restricted ’ 

The hand-looms, moreover, provide an enormous market for 
mill spun yarn The provision of ample quantities of mill spun 
yarn of all counts and regular twists and strength, in substitution 
of the irregular coarse hand spun yarns of earlier days, is of great 
help in the revival of the industry 

The success which has attended the efforts of the All-India 
Spinners’ Association established under the inspiration of Gandhi- 
31 suggests that theie is a definite and secured place not only for 
hand-weaving, but even hand-spinning in our economy Accord¬ 
ing to the reports of the All-India Spinners’ Association, the Khad- 
dar—hand-spun and hand-woven cloth—industry has made good 
progress In 1924, the Association was responsible for producing 
Khaddar worth 9% lakhs of rupees which rose to Rs 25 lakhs in 
1925, Rs 3m lakhs in 1928-29, and Rs 52 lakhs in 1929-30 In the 
first half of 1938, production was worth Rs 25V4 lakhs as com¬ 
pared to 12 lakhs during the same period in 1937 In 
1937, wages distributed to weavers and spinners amounted 
to about Rs 18 lakhs Bihar alone produced Khaddar 
worth Rs IV 4 lakhs in 1938 The activities of the All- 
India Spinners’ Association covered 13,000 villages the 
khadi production being one crore and 23 lakhs of yards 
in 1938 The number of registered spinners and weavers was 
286,000 and 18,000 respectively These figures refer to khaddar 
certified by the All-India Spinners’ Association , but apart from 
this there is a considerable production of khaddar not certified, 
for which figures are not available 

With the outbreak of the second world war and the subse¬ 
quent rise in the price of mill-made cloth, the demand for hand- 
woven cloth increased The rise in the price of khaddar had not 
reached the same high level as that of mill-made cloth The 
hand-loom weavers had been through their worst period The 
development of hydro-electric schemes throughout the country 

> Fact Finding Committee Report p Ml 
32 
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in the future opens out further possibilities for the revival of the 
industry The weavers can well stand the competition of the 
mills, if they can adapt themselves to the new conditions, and 
acquire the ability to work electric power looms in their own 
cottages 

As we have observed, the weaver may find it possible to 
compete both with the indigenous mills and the foreign imports 
In the finer qualities of cloth, which are meant for the wealthier 
classes and which cater to individual tastes, the position of the 
handloom weaver has been said to be impregnable In the very 
coarse varieties of cloth, in which the cost of production is nearly 
equal to the cost of raw material, the mills will not find it easy 
to dislodge the hand-loom worker When the market conditions 
are not favourable to the hand-loom weaver, the mills may come 
into the field against the hand workers who cannot reduce cost. 
In cloth of medium counts, the mills have the field all to them¬ 
selves During recent years, the mill industry has been protected 
by duties on yarn and cloth. In 1932, the Tariff Board held that 
in spite of the growing demand of the spinning mills for protec¬ 
tion, the duties on yarns of low and fine counts would adversely 
affect the hand-loom weaver in his unequal contest with the 
mills The Indian National Congress endeavoured to bring the 
mills to an agreement not to produce the coarser varieties of 
cloth These agreements have been often broken, and there 
have been proposals for legislating on the issue in the interests 
of the hand-loom weaver 

The Government of India during recent years spent a sum 
of Rs 25 lakhs over a period of 5 years to improve hand-loom 
weaving, a sum which is very poor indeed as compared with the 
importance of the industry Provincial schemes have been con¬ 
cerned with the supply of appliances on a hire-purchase system, 
of raw materials at reasonable rate, with advice to weavers in 
finishing, production of marketable patterns, and with educating 
weavers in finishing, dyeine and printing presses These 
are the problems that lace the industry There are 
other problems which have not yet been tackled—there 
is the want of organisation, there are a host of middle¬ 
men who make huge profits on the sale of yarn to 
the weavers and in the purchase of cloth from the weavers There 
are malpractices in the yam trade and the percentage of the 
middlemen’s profits ranges upto 47 The problem that faces the 
country is to safeguard the hand-loom industry and reconcile 
the conflicting interests of the hand-loom and mill industry 
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Well might Gandhiji call the charkha the second lung of the 
nation and it is interesting to note what the Oxford economist 
G. D H Cole observed in this connection “ Gandhi’s campaign 
for the development of the home made cloth industry—khaddar 
—is no mere fad of a romantic eager to revive the past, but a 
practical attempt to relieve the poverty and uplift the standard 
of the Indian villager ” ^ 

Other Cottage Industries subsidiary to Agriculture 

If we leave aside hand spinning and weaving, the cultivators 
show skill in industries like basket making, cane work, rope mak¬ 
ing and weaving of blankets 

There has been a certain amount of specialisation and local¬ 
isation in regard to these occupations Basket weaving has been 
localised in Benares and Allahabad districts , the abundance of 
palms in Malabar and Eastern Bengal has favoured skill in wick¬ 
er work and mat making amongst the cultivators Bamboo mats 
made in Assam are used in roofing country boats and ]ute 
godowns in Bengal Silk worms are reared and silk cloth woven 
in Assam, Bengal, Mysore and Kashmir 
(b) Village Subsistence Industries 

There are cottage industries which are in the hands of in¬ 
dustrialists who have nothing to do with agriculture The village 
craftsmen include the blacksmith, the carpenter, the weaver, the 
tanner and potter who also supply the needs of the village, and 
are still remunerated by shares of grain The goldsmith is only 
found in the richer villages Sometimes craftsmen cater for a 
group of villages by regular visits in turn, and by offering their 
services and wares at the weekly markets The classes that com¬ 
bine some form of subsidiary occupation with agriculture are 
not confined to spinners and weavers Artisans like the carpenter 
and the blacksmith, the potter and oil-presser, have frequently a 
plot of land to cultivate So much has been written about the self- 
sufficient character of the village in early days that it seems 
platitudinous to deal with the subject The village contained 
almost all the elements necessary for a complete community life. 
The arts and crafts in the village satisfied the needs of the 
village Local carpenters made the ploughs, local blacksmiths 
their shears, local potters supplied the utensils for cooking or 

»“A Guide to Modem Politics” 1934 d 290 This was tiue so long as khaddar 
was produced in the villages and sold in urban areas Toda\ the AIS A has 
made it compulsorv tor weaiers of khaddar to spin Khaddar is only available to 
those who spin This has been a source of trouble to urban people who can hardly 
hnd the time to spin To make khaddar a basis of non-violent society seems to be 
utopian and recent developments do not augur well for the future of khaddar in 
our economy 
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for water They received a payment for their services fixed by 
custom, mostly a share of the harvest 

Things have rapidly changed during the last few decades 
The more ambitious among the artisans are drawn to towns to 
add to their income Labour has become more mobile The village 
artisans have been faced with the mass production of factories 
Vessels of iron, brass and copper, made outside his village, are 
increasingly within the leach of all classes in the village On 
the other hand, the craftsmen are adapting themselves to the 
altered conditions There are commodities made by them which 
are still in large demand They work with better raw materials, 
in some cases with better tools “The weaver has taken to mill 
yarn, the dyer to synthetic dyes, the brazier and coppersmith to 
sheet metal, the blacksmith to iron rolled into convenient sec¬ 
tions, in each case with advantage to himself from the lessened 
cost of production which has greatly extended his market ” ^ 

(c) Village Art Industries 

In many parts of India, the villages have been the centres 
for the production of goods that have artistic value In Bengal, 
Kashmir and Mysore, where the mulberry trees grow in abund¬ 
ance, sericulture and the silk industry have flourished Carpet 
weaving is associated with villages in Mirzapur and Benares 
Metal work is familiar in parts of Bihar and Bengal Glass 
bangles made in UP are exported to Persia and Arabia, 
and embroidered cloths woven in the villages of Bengal 
have a market in Afghanistan, Turkey and Persia The 
manufacture of shawls in Kashmir has acquiied a reputa¬ 
tion in markets far across the seas in Europe and 
America The potters’ industry not only supplies vessels 
and dishes of daily use, but keeps busy a large number of 
villagers in making of toys and images These industries are 
largely linked up with the prosperity of agriculture, and any 
measures that are effective in the improvement of agricultural 
conditions will give a new lease of life to these village industries 
As elsewhere, owing to lack of market facilities, the cottage arti¬ 
san has found himself increasingly dependent on the middle¬ 
men, who supply the raw materials and purchase the finished 
commodity 

(d) Urban Arts and Crafts 

The towns in India have from early days been the centres 
of handicrafts, which have enjoyed a wider market, and are con- 

> Report of Industrial Commission, pp 10 and 162 
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nected with a number of products involving specialised work¬ 
manship “ The patronage of the nobility, the desire for luxuries 
among an ease-loving public, the religious obligation to purchase 
particular varieties of goods, the hereditary skill and dexterity 
of particular castes or groups of artisans—all these have contri¬ 
buted to the development of handicrafts and industries of 
luxury ” ^ Amongst these arts may be included embroidery and 
brocades, gold plated thread, carpets and shawls The economic 
status of these artisans has been gradually deterioiating , they 
have come under the grip of the middlemen They have to 
struggle against the difficulties arising from the supplj' of raw 
materials The better quality hides and wool are bought by 
exporters and the artisan has to pay a higher price for such 
materials as he requires, which means a reduction in his own re¬ 
muneration Not only do the middlement supply the raw mate¬ 
rials, they aie also purchasers of the finished goods They ad¬ 
vance money to the artisans for the supply of raw materials and 
take over the finished product Often the middlemen themselves 
are artisans who employ fellow-craftsmen on wages, as in the 
weaving, the gold thiead and metal industries The total capital 
invested by middlemen in silk weaving in Benares alone is esti¬ 
mated at Rs 2 crores These middlemen in turn work with 
borrowed capital at high rates of interest 
Difficulties of Cottage Industries 

The wages received by the ciaftsmen are in many cases in¬ 
adequate, and their difficulties are added to by trade depressions, 
by fluctuations and changes in demand, by competition with 
foreign products and by sudden alterations in tastes The great 
difficulty felt by the artisans is associated with the purchase of 
raw materials They receive no help from banks, not much from 
co-operative societies They have no assets and they can offer no 
security They inevitably pass into the grip of the middlemen, 
who are very often themselves entrepreneurs employing the 
sweated labour of the artisans for their own advancement The 
artisans with their low wages have added of late to the numbers 
of the proletariat which includes the landless labourers m the 
field of agriculture and the poorly paid factory workers 

In Western countries, the co-operative system as well as 
trading organisations have substantially helped in the protection 
of small arts and crafts Co-operative societies in India have 
mostly confined their activities to the supply of rural credit and 
other needs of the agricultural population And yet, unless the 

'R Mukeijee, op cit p 12 
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co-operative movement comes to the help of artisans, there does 
not seem to be reasonable hope for the revival and stabilisation 
of cottage industries in India The successful working of the co¬ 
operative movement depends upon the financial resources avail¬ 
able to it These resources can come only through the banks or 
through a Government guarantee of such loans as the co-oper¬ 
ative societies may find it necessary to raise In the second place, 
the success of the movement will depend upon the extent of 
organisation among the workers belonging to each craft Such 
organisation is at present largely absent Lastly, the part that the 
State should play m the revival of cottage crafts should never be 
forgotten ^ Research aided by the State funds in the tools and 
technique of the arts, educational institutions in the arts main¬ 
tained and run with the help of public funds, the maintenance of 
an intelligence department for the spread of information with 
regard to marketing, direct assistance to co-operative societies 
for supply for raw materials and purchase of finished products— 
these are primary and urgent calls on public policy in a country 
where the lives and well-being of millions hang in the balance 
The Case for Small Industries 


The question has been often raised if, m an age of machin¬ 
ery and large-scale production, it is desirable to maintain the 
small producer against the factory There are people who tell us 
that cottage industry must sooner or later disappear, and that 
handicrafts involve a wastage of labour and a higher cost to the 
consumer These advocates of large-scale production fail to take 
account of the fact that machinery increasingly displaces labour, 
and that with the drive towards economic self-sufficiency, pro¬ 
tective policies and the industrialisation of countries regarded as 
economically backward, a saturation point has been reached 


J The Bombay Industrial and Economic Enquiry Committee report divides undei 
SIX heads the handicaps under which cottage and small-scale industries suffer 
(1) raw materials, (2) technique of manufacture. (3) finance, (4) marketing (5) 
taxation and (6) other difficulties They particularly emphasize the competition 
of the larger producers and lack of finance as factors hampering our artisans and 
cottage workers As regards the cottage mdustries, they recommend the organisa¬ 
tion of the cottage workers into associations to secure them the benefits of large 
scale organisation But "this kind of organisation however we are convinced 
cannot be expected to spring spontaneously out of the endeavours of the artisan 
classes.” due to their ignorance illiteracy, conservativeness and the grip of the 
middlemen over them According to the Report, State help and initiative of sub¬ 
stantial type over a long period are absolutely necessary and they also opine that 
State management is also necessary They also recommend the formation of a 
Provincial Cottage Industries Research Institute, the formulation and execution of 
a stores purchase policy with a cottage bias, the holding of periodic exhibitions and 
the creation of permanent museums for the popularising of cottage products, and 
also an agency to help or finance cottage industries They recommend the estab¬ 
lishment of an Industrial Association with a capital of Rs 25 lakhs With reference 
to small-scale industries the committee tecommend that the Provincial Govern¬ 
ment should help to start a Small Industries Bank with a capital of Rs 25 lakhs to 
imance them and active State help in all matters especially technical (Report pp 
M et aeq and 158 et seq ) Provincial Governments are now to establish Provincial 
Finance Corporations to promote small scale industries 
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which places limitations upon an indefinite expansion of large- 
scale enterprise With growing industrialisation in India, there 
will be a growing need for finding sources of employment for 
those who are displaced by the use of machinery 

The possibility of improving the methods of handicrafts and 
domestic industries should never be lost sight of It is not correct 
to assume that because mass production is the condition of effi¬ 
ciency in some industries, it is equally desirable in all This mis¬ 
take was made in many parts of Europe and is now being correct¬ 
ed in part It would be wrong to ignore the possibilities of our 
traditional economic organisation Wisdom would he m the direc¬ 
tion of helping these small producers by improving their tech¬ 
nique and strengthening the financial organisation of their in¬ 
dustries. 

The problem of technological unemployment,” as it is often 
called, is becoming more and more acute today even in the West 
The new inventions rapidly displace human labour which finds 
increasing difficulty in obtaining new employment. Thus, for 
example, the introduction of the ‘ continuous hot-stnp mill ’ in 
the steel industry in the 27 mills of Pittsburg since 1926 has 
thrown out 100,000 workers Under the old system, 125,000 steel 
workers were required for an output of 15,000,000 tons of steel, 
while now 15,000 men produce 14,000,000 tons of steel in the new 
hot-strip mills ^ As Mr Philip Murray, the Chairman of the Steel 
Workers’ Organising Committee, says, “ The contiuous automatic 
steel strip enables 126 men to do the work previously performed 
by 4,512 ” - Every new automatic machine, every new photo¬ 
electric cell, every new invention displaces human labour on a 
scale that creates its own problem In large-scale enterprises and 
in established industries, the latest technical processes are ap¬ 
plied and old processes are replaced by new ones, thus creating 
a new problem of “ technologically fired ” labourers It would 
thus appear that the greater the extent to which large-scale pro¬ 
duction IS developed, the greater the need for the development 
of a large number of small-scale industries into which the tech¬ 
nologically unemployed can be absorbed In a planned society, 
where work is found for all able-bodied men and women, such 
small-scale industries may give ample scope to the craftsmen for 
expressing their individuality by embodying their own designs 
and conceptions in the commodities they produce 

Apart from this, there are other considerations of a vital 

^ Stuart Chase, "The Twilight of Communism in the USAin Readers' Digest, 
September. 1941 

* The New Republic, 6th May, 1940 
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character which favour small-scale industries distributed over 
the countryside The heavy concentration of industries in a few 
cities or areas of the country is not desirable from the point of 
view of equitable regional distribution of the industries As the 
nations of the world still continue to live in the same “ state of 
nature ” as they have done in the past, it is desirable to distri¬ 
bute the industries all over the country to escape concentrated 
aerial attacks which might otherwise cripple the fighting capa¬ 
city of the country by destroying its basic industries The West 
shows signs of disillusionment with modern large-scale indus¬ 
tries and their attendant evils We might well absorb the lessons 
which Western experience teaches us and in our planning be 
prepared to give up some of the external and internal econo¬ 
mies of large-scale production so that we may be saved from 
these evils Further, we must not forget that the development 
of large-scale enterprise by itself does not lead to maximisation 
of human or even economic welfare' 


The assured place that cottage industries are bound to have 
in our planned economy is revealed by the success achieved by 
the All-India Village Industries’ Association established in 1934 
under the inspiration of Gandhiji “The Association fixed on a 
minimum wage, organised exhibitions and museums to demon¬ 
strate the possibilities of persons taking to village industries, 
carried on propaganda to make the village people conscious, and 
develop their economic thought along decentralisation of indus¬ 
tries On the advent of the Congress Ministries in 1937, some 
schemes were tried out with varying degrees of Government aid, 
and some surveys and economic plans were undertaken The 
Association is also carrying on the work of Village Uplift and 
Rural Welfare Industries like paddy husking and flour grinding, 
oil pressing, gur making, bee keeping, paper making, soap 
making, tanning and leather work, coir spinning and weaving, 
mat and basket making, slate-pencil manufacture, etc , have been 
encouraged with varying degrees of success in suitable villages 
In 1935, the Gram Sevak Vidyalaya was started to tram students 
m various village industries and rural social work 

We may not agree entirely with those if there are any such, 


’ The special appeal addressed to Gandhiji at the time of the Second Round Table 
Conference by a disillusioned American has an interest of its own ‘ This is parti¬ 
cularly appropriate moment it seems to me. for you to be visiting London, because 
apart from the political questions, it seems to me to be a time when the Western 
world is disillusioned in regard to machinery In general in regard to mass produc- 
Uon system we have built up in Germany and America in particular, and people 
are feeling somewhat bewildered and doubtful as to their value and asking them- 
overdone it” (Quoted by L C Jain In the 
"The Working of the Protective Tariff in India,” 1941, p 65) ^ ^ 

*AU-Indla Village Industries’ Association Report, 1941, p 1 , 
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who advocate a return to the simple life of a remote age, and 
who would scrap all machinery and large-scale production We 
recognise, however, that large-scale production has under our 
present distributive machinery brought with it unemployment 
on an unprecedented scale, and has degraded, or has a tendency 
to degrade, human labour to the level of the machine The exist¬ 
ence of cottage industries and handicrafts side by side with fac¬ 
tory industries may not only absorb the population displaced by 
machines, but save them from degradation which idleness sup¬ 
ported by unemployment doles usually involve ’ 

A survey of the present position of small industries in 
various countries would bring out the fact that they form an 
organic part and have a place in the economic organisation of 
every country The imposingly rapid growth of large industry, 
“ electric power and the steam engine, the demands for cheap 
goods of uniform pattern, capitalist power and the juggernaut of 
modern laboui policy crushing individualism under its huge 
wheels of insistence upon collective fighting with an ever mobi¬ 
lised army, which grudges individual workers their freedom— 
these have wrought sad havoc in this once fruitful field of human 
industry ” 

It would appear that even in England, the employment of 
workers in their own homes or m workshops under small masters 
still survives Charles Booth gives us a vivid picture of the con¬ 
ditions under which industries like tailoring and shoe making 
at White Chapel, and silk weaving at Bethnal Green, are carried 
on Cutlery in Sheffield, lace making and hosiery in Nottingham, 
stiaw plaiting in Bedford, the glove industry in Woicester, are 
ridden environment In Japan, the cottage workers in a variety 
all small-scale industries still carrying on in the midst of a 
factory-ridden environment In Japan, the cottage workers in a 
variety of crafts have found a medium for creative expression 

The prospects of a successful development of village indus¬ 
tries in India on economic lines are fairly promising There are 
enormous resources in this country for the development of cheap 
electric power which could be utilised for small-scale production 
in villages The Indian artisan, though he has been charged with 
following routine methods of work inherited through generations, 
is always ready to learn and adopt better methods when he is 
convinced about their practicability The cultivator who grew 


^Because we are pleading for a place £oi small scale and cottage industries, we 
must not be understood to deny the necessity for large scale modern industries 
It is Imuossible, and it would not be wise to go against the tide and to neglect large 
^le Industry Our economic structure should secure a proper integration of cottage 
industries with large scale methods of production 
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sugarcane, and once used the inefficient wooden mills, has readily 
taken to the use of cast iron mills, which involve less labour and 
yield a larger percentage of juice Wood workers and metal 
workers have taken to European tools, oil extraction is largely 
done in screw presses Every tailor’s shop in the village has 
a sewing machine There are evidences of a healthy spirit 
of adaptability to new conditions The close and heated atmo¬ 
sphere of factory life, its overcrowdmg slums, and its hard work 
and discipline have no attraction for the village craftsman He 
is a cultivator by tradition and temperament If he migrates to 
the town, he does so out of sheer necessity The cleavage in 
family life caused by migration may even have a bearing on the 
so-called inefficiency of individual labour. “ Culture and refine¬ 
ment come to the artisan through his work amidst his kith and 
kin ” ^ 

On the other side, if the artistic tastes of the population are 
again fostered, through stress laid on the aesthetic side of human 
life in our schools and colleges, we may lay the foundations for 
a steady demand for a large variety of hand-made goods, which 
give scope for self-expression to the men who make them. 

Thirty years ago, in the last edition of one of his books, 
Prince Kropotkin pointed out how, scattered throughout Great 
Britain, France, Switzerland and Germany there were to be 
found small industries and petty trade, workers in wood, in 
metals, in bone, basket makers and cutlers who brought the 
workshop into fields and gardens, and carried on their business 
not for the sake of large profits, but for the satisfaction of human 
wants The geographical distribution of industries in a given 
country is determined to a large extent by a complex of natural 
conditions The banks of a river are appropriate for ship-building 
yards, and must be surrounded by a variety of factories Indus¬ 
tries will always find some advantages in being grouped accord¬ 
ing to the natural features of separate regions But as a matter 
of fact, historical causes have very often determined the growth 
and distribution of industries, and with the increased facilities 
for transport and power production made available, there is no 
reason why civilised nations should persist in the concentration 
of industries in large towns. 

We are still in the early stages of industrialisation We have 
not yet become fully enmeshed in capitalistic trusts and com¬ 
bines. The Indian craftsmen are heirs to a tradition and training 
transmitted through the ages. Their environment has an un- 

iR Mukerjee, “Foundations of Indian Economics,” p 326 
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broken continuity of culture Those who maintain that, with the 
growth of industrialisation, there is no room for the village 
craftsmen and for the cottage industries of the earlier days, in 
their eagerness to imitate the institutions of Western industrial¬ 
ism, are not alive to the reactions v/hich this industrialism has 
brought with it The case for cottage industries has often been 
pleaded on the ground, not only that they give opportunities for 
creative work to those that are engaged in them, but that they 
guarantee that happiness thus found in the full exercise of a 
many-sided human life that is not based on the misery of others 

The point, however, is that even on strictly economic 
grounds, the case for a greater emphasis on relatively small-scale 
production is stronger in India than elsewhere, just because of 
the relative cheapness of labour as compared with capital If 
India has to remain a primarily agricultural country, the majo¬ 
rity of our people must continue to live in the villages This 
simple consideration also reinforces the case for the encourage¬ 
ment of a wide variety of cottage industries catering, more or 
less, for local needs The question ultimately is one of research 
Given a clear understanding of the problem, it would certainly 
not be beyond the wit of man to devise means and methods, by 
which the efficiency of even small-scale production can be in¬ 
creased and cost of production correspondingly reduced A State 
research department, dealing mainly with the technical and eco¬ 
nomic problems relating to cottage industries, should be able to 
help greatly in this matter 

CHAPTER XXVIII 
THE FUTURE OF INDUSTRIALISM 

The phenomenal poverty of the people of India and the rich¬ 
ness of her potential resources are facts which have been uni¬ 
versally admitted by writers both in the East and in the West 
A British writer in an article in the “ Quarterly Review ” of 
April, 1917, observed “ It is a matter of common knowledge that 
the standard of life in India is undesirably low ; while the masses 
of the people are provided with the necessities of a bare exist¬ 
ence, they are in far too many cases badly clothed, badly doctor¬ 
ed and badly fed, often overworked and often underfed; and 
that the present income of the country, even if it were equitably 
distributed, would not suffice to provide the population with even 
the most indispensable elements of life” These words are true 
even today after a quarter of a century. This fundamental fact 
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of poverty raises the question whether the condition of the popu¬ 
lation cannot be improved by adopting a different system of 
production The cure for poverty was naturally looked for in an 
intensified industrial development, by economists and leaders of 
thought who had before their minds the example of the very 
country which ruled over them—a country that was able to sup¬ 
port by industrialisation a growing population on a rising stand¬ 
ard of comfort all throughout the last century Shall India follow 
the example of Great Britain and through a policy of industrial¬ 
isation achieve a higher standard of comfort for its teeming 
millions ’ 

Is India to Continue to Remain a Predominantly Agricultural 
Country ? 

There are not a few amongst the “ friends ” of India who 
maintain that India was a predominantly agricultural country in 
the past, and that, whatever prospects there exist for industrial 
development in the future, for a long time to come the bulk of 
the national wealth of India must continue to derive from the 
land Our attention is drawn to the enormous increase in the 
yield from land that has resulted from intensive methods of 
fai ming with metchamcal appliances in other parts of the world 
And we are asked if, under these circumstances, it is advisable 
to divert our labour and capital to industry, where India will have 
to struggle long with foreign competitors before she acquires the 
requisite skill and efficiency These views found typical expres¬ 
sion in an article by J M Keynes—yes, no less a person than 
Keynes—in the Economic Journal in 1911 reviewing Theodore 
Morison’s “ Economic Transition in India ” He criticised the cur¬ 
rent opinion in India, “ where a considerable part of the educated 
classes seems to desire with patriotic fervour the industrialis¬ 
ation of their country and the greatest possible development of 
manufacture ” “ In my opinion such a change is not, in the future 
which one can see, either desirable or likely It is an unfortunate 
consequence of the English connection that industrialism should 
present itself to India as the royal road to prosperity and to a 
dignified position among nations Because England in the Middle 
Ages bore many resemblances to India, and because industrial¬ 
ism has since made England rich and powerful, the subjection 
and poverty of India are due it is thought to the absence of it. . 
Sir Theodore Morison misreads the times when he regards Bom¬ 
bay rather than the never-ending fields as the sure presage of 
India’s future Improvement in communications has led to 
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some degree of specialisation among nations, and if regard be 
had to climatic conditions and to the aptitudes and habits of her 
people, it seems hard to believe that India will not obtain more 
wealth by obtaining from the West, in exchange for her raw 
products, most of those commodities which she now obtains in 
this manner, than by diverting her capital and her peasants from 
the fields of the country to Bombay in order to make them her¬ 
self” Whilst disputing the view that the immediate prosperity 
of India depends on industrialisation, he asks whether there is 
not good reason to believe that it is to be sought almost entirely 
in the application of more skill and knowledge, and specially of 
more capital, to the methods ot agriculture It is possible that in 
the years that have passed since the above was written Mr , 
now Lord, Keynes had changed his views on the matter 

But here is Dr Vera Anstey writing as late as 1914 ‘Despite 
her immense and heteiogenous resources India still suffeis fiom 
serious drawbacks in industrial power, and enervating climate, 
lack of industrial leadership and grave defects m the sphere of 
organisation and finance Capital is scarce and dear, chiefly be¬ 
cause of the superior attractions and security afforded by other 
uses Labour is inefficient and untrained The recent expansion 
of industrial output, owing to the protective policy, has been 
achieved at the expense of the cultivators, who have to pay more 
for what they buy My own conclusion is that India cannot 
expect to proceed far or fast upon the road of large-scale indus¬ 
trial development and the intensification of protection would 
merely increase the profits of a small section of the population at 
the expense of the masses India’s crying need is for improve¬ 
ment in the output and consuming capacity of the rural popula¬ 
tion Capital investment should, therefore, take the form of per¬ 
manent improvements in the land, better housing, water supply, 
drainage, and of other public facilities designed to promote effi¬ 
ciency and rural employment ” ’ 

The View Explained 

The argument for perpetuating an economic organisation in 
India based purely on agriculture rests upon certain fundament¬ 
al assumptions 

(1) In the first place, it is assumed that a country cannot 
have a simultaneous development of agriculture and non-agri- 
cultural industries We are well aware that agriculture will con¬ 
tinue to be our staple industry and that it needs to be improved 

10’Mallev, op cit pp 292-1 Dr Vera Anstey seems to have changed her views 
on industrialisation in India in the light of war time experience and developments 
(Review of "Our Economic Problem * in Economica) 
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by a comprehensive programme of irrigation and scientific culti¬ 
vation Whatever measures improve the standard of life of the 
industrial population by the growth of our industries will also 
create opportunities for agricultural development Those econo¬ 
mists, who in the name of geographical specialisation desire to 
perpetuate a division of countries mto those which are predomi¬ 
nantly industrial and those which should remain the suppliers 
of food and raw materials, are apt to overlook the geographic re¬ 
lationship between industries and agriculture in all countries, 
which are well-endowed by nature like the U.S A the USSR 
and India They also overlook the increasing desire of countries 
like Great Britain to develop agriculture to the utmost limit of 
their resources Moreover, to regard the geographical division 
and specialisation of industrial and agricultural countries of the 
19th century as valid today is, to say the least, taking a very 
static view of economic theory and reveals a blissful lack of 
knowledge of changing world economy^ 

(2) These well-wishers of India also seem to fear that in¬ 
dustrialism will divert the limited amount of capital available 
for investment from the needs of agriculture This fear is equally 
unfounded The funds available for industrial concerns in India 
come from the professional and the mercantile classes and not 
from the ryots In the absence of industries, such funds would 
not have been available for agricultural development The Fiscal 
Commission observed in this connection “ It might be argued 
that the attraction of capital to industries will have a harmful 
effect on agriculture by diminishing the amount of agricultural 
capital We do not think that any such result is likely So far as 
agriculturists lock up their capital in ornaments or in Govern¬ 
ment paper, the employment of this money in successful indus¬ 
tries would produce more profit, which could, if necessary, be 
devoted to agriculture, while at the same time no capital which 
IS being actually employed for agricultural purposes is with¬ 
drawn On the other hand, we see no reason to believe that the 
capital employed m agriculture provided through mortgages on 
land, IS likely to suffer any diminution, so strong is the sentiment 
in favour of investment in land ” - 

(3) When too much stress is laid on capital investment in 
the form of permanent improvements in the land, as Dr Anstey 

1 Cf “It should be clear, however, that any existing scheme of international 
division of labour is only the historically determined result of a constantly changing 
combination of factors Consequently, it would surely be wrong to-day to 

use the pre-war scheme of international division of labour as a criterion by which 
to judee the present industrialisation of new countries ” W Ropkee “International 
Economic nisin+otrration," p 175 

== Report, p 24 
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does, it IS forgotten that the field for such investment is limited. 
Let us take irrigation for purposes of illustration As early as 
1903, the Irrigation Commission observed “ We are far from 
considering that irrigation in India has reached its limit, but we 
are convinced that there are many parts of India where the 
utmost use of every available means of irrigation will fail to 
afford complete protection against failure of the rainfall ” ^ It is 
also necessary to remember that the burden on the land in India 
is heavier than in other countries “ Comparative figures show 
that ordinarily a density of 200 to the square mile presupposes the 
existence of industries and manufactures to support it ” ® The 
proposal to divert our labour and capital resources to the deve¬ 
lopment of agriculture overlooks the fact that we have an enor¬ 
mous surplus population which the soil is unable to support, and 
that intensive agriculture with mechanised methods will aggra¬ 
vate our difficulties by adding many more to the surplus popu¬ 
lation 

It IS not, therefore, unnatural that those who are alive to the 
present economic maladjustment m our country should look to 
industrialisation as a possible solution It is worth noting that 
Dr Anstey, who talks in one paragraph of the expansion of in¬ 
dustrial output having been achieved at the expense of the culti¬ 
vators, in the very next paragraph observes, “ India has been 
gradually drawn into the orbit of the world trade cycle, and has 
hence become increasingly dependent up forces over which she 
herself has little or no control ” 

Such views are based on the assumption that India should 
for ever remain a ‘ hewer of wood and drawer of water ’—a sup¬ 
plier of raw materials and a market for the sale of manufactured 
goods But our future does not he in the direction of an expan¬ 
sion of foreign trade as we have been repeatedly told It lies 
rather in the development of our internal trade—catering for 
our own home market which has vast potentialities We need a 
many-sided development of our agriculture and industries, pro¬ 
perly planned and executed with the definite objective of satis¬ 
fying the needs of the community 
Industrialisation 

In advocating a policy of mdustrialisation, we have in mind 
the fact that India is well-situated as regards natural resources. 
Our large area and plentiful supplies of raw materials of all 
kinds render us potentially capable of developing a balanced 
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economy like that of the USA We are capable ot becoming self- 
sufficing as regards foodstuffs and industrial products with an 
immense home market for our manufactures Already our coun¬ 
try is tending to self-sufficiency in the matter of cotton piece- 
goods, iron and steel, matches, cement and sugar So also in 
paper manufacture, glass, soap and other articles, we may soon 
be able to satisfy the internal demand The fear has been ex¬ 
pressed that the industrialisation of India would bring about a 
decline in Great Britain’s share in the Indian market Those who 
take this view are needlessly over-anxious India’s imports con¬ 
sist chiefly of high quality goods including machinery, plant, in¬ 
struments and chemicals And it will take some time before 
India will be able to produce all these high quality goods More¬ 
over, industrialisation will be accompanied by the creation of 
new needs and new demands Any rise in the standard of life 
amongst the millions of India would involve an increasing de¬ 
mand for the comforts and luxuries of civilised life 

Yet, there are considerations which have given reasonable 
ground for apprehension that the development of industries in 
a country like India may affect adversely the interests and stand¬ 
ard of life of the British people “ The trade of Great Britain and 
Its economic condition depend largely on the imports of raw 
materials from, and the export of manufactured articles to, other 
countries of which India is one of the most important For over 
a century India, with its teeming millions, has been one of Eng¬ 
land’s best customers , at one time, ninety per cent of its cotton 
fabrics came from Lancashire The prosperity of India has contri¬ 
buted to the prosperity of England which until recently has had 
little to fear from its industrial competition But as the popula¬ 
tion of India increases without apparently a corresponding in¬ 
crease in the productive capacity of the land, it tends to con¬ 
sume more of its food produce At the same time, India is be¬ 
coming more of an industrial country and supplying its needs 
for its own resources to an increasing extent It is already enter¬ 
ing into competition with Great Britain in some branches of in¬ 
dustry and as British goods are undersold by Indian products, 
the latter country is beginning to realise that the products of 
British labour are adversely affected by cheap Indian labour ” ^ 
A fear like this is based upon the assumption that a highly 
industrialised India will follow in the footsteps of Great Britain 
and Germany, and after having reached the point of saturation 
at home will proceed to expand its production, with a view to 

’ O’Malley op tit pp 808-0 
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enter the international market by dumpmg its goods abroad at 
a price below the cost of production. It is a far-fetched contin¬ 
gency at the best. Let us hope that the India of the future will 
not follow a policy so fundamentally different from its historic 
traditions in the past 

But there are still other considerations which make a fear 
of this kind extremely unfounded The process of industrialis¬ 
ation involves the accumulation of capital The savings which 
make such accumulation possible cannot be built up all in a day. 
The supersession of industrial Britain by an industrialised India 
will have to be a slow process , if it is accelerated by the loan of 
capital from the West, the interest charges will provide addition¬ 
al expenditure by the recipients of the income Growing indus¬ 
trialisation also means growing dependence on other countries 
for raw materials not available at home “ Given an expanding 
volume of production, a rismg standard of life, and the existence 
of local differences of costs and productive possibilities,”^ inter¬ 
national trade is capable of mdefimte expansion 

Even assuming that industrialisation in India will affect 
British industries which have been supplying their manufactures 
to India, there is no reason why India should not develop indus¬ 
tries which have good possibilities and the development of which 
alone can bring about a balance m our economy - 
Industrial Development and Finance 

There is not much room for doubt so far as India is concern¬ 
ed that mdustrialisation offers large prospects of raismg the 
appallingly low standards of life of the people. But this indus¬ 
trialisation need not be of that aggressive imperialistic type 
which has been associated with some of the Western countries, 
which have sought a monopoly market in their dependencies and 
possessions by an exchange of finished goods for raw materials. 
It will be of a healthier type, developed and fostered with the 

1 Hubbard, ’‘Eastern Industrialisation and its Effects on the West.” 1938, p 3W 

=> Since we expressed these views, we are happy to note that economists in the 
West have recoenised the prime necessity of industrialisation of the predominantly 
agricultural countries See articles by H Frankel and P N Rosenstein-Hodan, 
“The Industrialisation of Agricultural Countries” and ' Problems of Industriali^tlon 
of Eastern and South-eastern Europe,” in Economic Journal, June-September, 1943. 
Such industrialisation of “international depressed areas” is In the general Interests 
not onlv of the countries concerned but of the world as a whole "The aim of 
industrialisation ” observes Prof Rosenstein-Rodan ” In international depressed areas 
is to produce a structural equilibrium in the world economy by creating productive 
employment for the agrarin excess population ” Economics as a science is closely 
associated with considerations of expendlency but it is a short term view of expedi¬ 
ency that makes Lord Keynes and his confreres to emphasise the deslrabili& of 
India remaining predominantly agricultural If the present structural dlsequiUbrhtm 
in India and elsewhere is allowed to continue with the accompanying lack of pur¬ 
chasing power it mav inevitably lead to the disintegration of the industrial pros¬ 
perity of the West It is not a mere accident that the indusrialised countries of 
the West have started planning, in view of shrinking markets, and even improving 
the standard of living in backward countries 

33 
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sole object of giving to her people the means of healthy living, 
and giving them the leisure and opportunities for the play of a 
creative mtelligence, which machinery makes possible, with no 
desire for capturing foreign markets or offering goods to other 
countries out of a surplus produced for dumping 

In India industrialisation is in its infancy In no country of 
the world has it been more than a century old except in England 
Germany was by 1900 one of the greatest of industrial nations; 
but her elevation to that position took less than a single lifetime 
Japan modernised her industrial organisation in less than a gen¬ 
eration. In India, we have to face the poverty of our agricultural 
population, a social environment set in the mould of the past and 
not easy to change, currency and exchange difficulties, the con¬ 
trol by foreign interests of our finance and transport and com¬ 
merce, the exploitation of our mines and plantations by foreign 
capital. Indian capitalism may be in process of development but 
IS by no means an improvement on the imported capitalism Our 
railways and banks are dominated by foreign interests What is 
surprising is not that industrialism should have developed by 
slow stages, as that it should have developed at all The question 
that concerns us at this juncture is, if industrialism based on 
power and machinery is coming—^and it is bound to come—is it 
possible to direct and control it in the general interests of our 
people as a whole ’ 

The growth of large-scale production and capitalism in India 
has been marked by features which may to some extent be said 
to be distinctive. We have already indicated how in the earlier 
stages British firms, that had originally been established in India 
as tradmg companies, soon turned their attention to other activi¬ 
ties, and finding a country with undeveloped lesources used their 
business experience in organising industrial concerns. As man- 
agmg agents they developed a number of industries including 
)ute mills and collieries, tea gardens and railway companies. They 
supplied the capital required by the industries and facilitated 
the flow of British capital to Indian industries The lack of indi¬ 
genous capital and Indian industrial enterprise in the early days 
gave the British merchants their opportunity The European 
agency houses possessed considerable amounts of capital and 
went on extending their interests to more and more concerns. 
We have already referred to the control and concentration of in¬ 
dustrial concerns of a variety of kinds by the European houses 
that acted as managing agents. 
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When by the middle of the last century, jomt stock com¬ 
panies began to be formed, they were formed on the same basis. 
They performed at the same time the functions of the capitalist, 
the entrepreneur and the busmess manager. They supplied not 
only the block capital but also the working capital by attracting 
deposits of friends and the public, and by guaranteeing loans 
granted by banks In Western countries like Germany, industrial 
development has been largely made possible through the organis¬ 
ation of industrial banks The industrial development of England 
was largely due to private capital attracted to new ventures and 
helped by banks and investing houses? In India, banking deve¬ 
loped only recently, and has never helped to any considerable 
extent in the fostering of industrial enterprise Under the cir¬ 
cumstances, it is not difficult to understand why the managing 
agency system should have played a prominent part in the fos- 
termg of Indian industries 

We have traced elsewhere the development of merchant 
capitalism gradually leading to finance capitalism m India In 
the growth of finance capitalism in our country, our banking 
structure m which the foreign banks predominate, and which 
have been mostly mterested m the development of foreign 
trade and not in any scheme of industrialisation, have played 
an important part. This is also responsible for the tardy growth 
of mdustrialisation. As Sir Visvesvaraya observes, “One of the 
chief difficulties in stating mdustnes in India has been finance. 
This arises from the fact that the money power of the country is 
under the control of the Government which does not see eye to 
eye with Indian leaders m regard to industrial policies Banks 
imder the control of Indian busmessmen are very few, and 
many of the larger banks are either under the influence of 
Government or are branches of British and foreign banks 

Concentration of Control 

It is significant that the tendency towards concentration of 
control and finance which was characteristic of the managmg 
agency system m the earlier days should have been accentuated 
m our own times and particularly durmg the war years A 
table that we have already supphed earlier reveals the fact that 
m 1939 m 64 cotton mills m Bombay, the share of the managing 
agents was 5 crores and 32 lakhs as loans advanced to the mills, 
and constituted 21 per cent of the total finance of the mills; and 
an additional 9 per cent of the total finance amountmg to Rs. 2V& 

1 “Planned Economy for India,'* 1934. p 95 
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crores was loaned to these mills on the guarantee of the manag- 
mg agents. 

Similarly, the Tariff Board Report on the Cotton Textile 
Industry, 1927, gives us the data for the followmg table.—' 
Bombay Cotton Mills 

Capital in 

Mills Spindles Looms millions of 
rupees 

Controlled by British 

managing agents (9) 27 1.112,114 22,121 98 9 

Controlled by Indian 

managmg agents (32) 56 2,360,528 51,580 97 7 

The British managmg agents controlled only 22 per cent of 
the companies, 33 per cent of the mills, 32 per cent of the 
spindles, 30 per cent of the looms and 50.3 per cent of the capital. 
It should be noticed that this concentration of British managing 
agents occurs in an industry like the cotton mdustry which has 
been the chief field of activity of Indian capital. The depression 
that followed m 1929 enabled the managmg agencies to get a 
stronger grip over the finances, and in some cases to expropriate 
the Indian shareholders In times of crises as the Bankmg 
Enquiry Committee point out, the managmg agents have in 
some cases turned their loans to the mills into debentures with 
the result that the concerns have passed into their hands and 
the shareholders have lost all their capital in the undertakmg* 

The concentration of control is common to all industries 
In jute 53 mills with a capital of Rs 18 crores out of a total of 
100 mills with Rs 23 crores are controlled by 17 managmg 
agents Four of them control 30 mills Out of 247 coal compa¬ 
nies with a capital of Rs. 10 crores, 60 companies with a capital 
of 6 ¥4 crores are controlled by 18 firms Four of them control 
31 companies. In tea, 117 companies are controlled by 17 firms, 
five of these control 74 companies Similar concentration of 
control exists in sugar and other industries. In the cement 
industry, the Associated Cement Company has taken over the 
business of 11 different companies 

The British India Corporation formed in 1920 has a capital 
of Rs 1% crores with a smgle Board of Directors and controls 
two woollen mills, one cotton mill. The North-West Tannery 
Co, Cooper Allen & Co, one of the biggest boot-manufacturing 
companies and G. Mackenzie & Co. dealmg in automobiles. 

In Western India the Tatas alone control 22 concerns with 
a capital, roughly, of Rs. 30 crores. These include four cotton 

1 Labour Research, June, 1928 

® Report, Vol 1. p 279 
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mills, four power companies, an oil mill, iron and steel, hotels, 
airways, chemicals and insurance concerns, etc. Andrew Yule 
& Co, control 52 concerns with a capital of Rs. 7 crores. 34 
British trusts control about 400 industrial concerns with an 
approximate capital of Rs 75*^ crores Half a dozen Indian 
trusts control some 50 concerns with Rs 37% crores of capital. 
There is a tendency of late to amalgamate existing trusts into 
bigger trusts Thus, Martin & Co took over the control of 
Burn & Co which had 4 concerns under its management with a 
capital of Rs 10 crores This tendency to concentration has been 
strengthened during and after war. 

The control is exercised not only by a few trusts but in the 
last resort by a few individuals In the jute industry 132 men 
are directors in 271 concerns It has been said that 500 important 
mdustnal companies are managed by 2,000 directors 1,000 of 
these directorships are held by 70 men At the apex of the 
pyramid stand 10 men holdmg 300 directorships This oligarchy 
m industry is a closed preserve. The son succeeds the father. 

In India, thus. Merchant Capitalism has been replaced by 
Industrial Capitalism which m its turn is now bemg superseded 
by Finance Capitalism. The trusts which have recently been 
formed maintain close connections with banks and other 
financial houses by the simple methods of common directors 
The directors of the trusts are found on banks, mvestment trusts 
and insurance companies. Some of the trusts have their own 
insurance companies which collect the savings of small men 
and get them into their services, eg the Birlas have a number 
of msurance companies, Dalmias have their Bharat, Tatas have 
an insurance company and an investment trust A full idea 
of the dommation of finance capitalists can only be had by 
calculatmg the block account To give one illustration, the Tata 
Iron & Steel Company which controls iron, coal, mica, silica 
mmes and a number of industrial concerns, has a capital of 
Rs. 10% crores but its block account is nearly Rs 30 crores. The 
total assets of the concerns controlled by the Tatas exceed 
Rs. 100 crores. 

A very important fact to be noted in this development of 
finance capitalism is that foreign mterests have been assuming 
a Swadeshi facade by taking in some Indian interests. There 
has been growing interrelationship between the industrial trusts 
and the Zamindars who represent feudal interests. Some trusts 
control Zammdars and some Zamindars have big holdings in 
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the trusts, eg., the Maharaja of Durbhanga has substantial 
holdings in the British India Corporation and Octavious Steel 
Co A majority of the foreign concerns have taken up some 
Indian Directors, eg, the Jatia Brothers in the Andrew Yule 
& Co, Mukerjees in Martin & Co, etc It must be noted, how¬ 
ever that the inclusion of some Indians among the shareholders 
or even as directors does not, m the least, affect the policy of the 
foreign managing agents so long as they retain control over 
the management in virtue of their managmg agencies.^ 

Thus industrial expansion m India today continues to lie 
with a group of finance capitalists The problem before us is 
whether we shall be reconciled to an industrial organisation 
of this kind, centralised in and controlled by a few individuals 
in the name of an equally small number of managmg agencies, 
many of them representmg British and foreign interests which 
have acquired advantages in the soil and its resources since the 
last hundred years and more Shall a free and self-governing 
India accept what it finds m the economic order of today, 
namely, an industrial organisation helped by finance capital at 
liberty to exploit both Indian labour and the larger class of 
consumers’ As Asoka Mehta observes, “The annual porfits ot 
the Tata Iron and Steel Co. equal the total revenues of the 
Government of Bihar And it is just one of the Tata Concerns^ 
We demand democratic control over the finances of the Govern¬ 
ment of Bihar Shall we let the mdustries remain under the 
unchecked control of their oligarchs?”^ 

If industrialisation is necessary, and if we are interested in 
fostering the further growth of mdustries in the larger interests 
of India as a whole, the finance capitalism and the concentrated 
control of our times should be replaced by the nationalisation 
of our key mdustries which would include mining, bankmg, 
communications, the heavy chemical and the iron and steel 
industries, and by socialised control of all other industries, by 
legislation limiting the rates of profits to the shareholders and 
absorbing the residue through taxation 
Future Policy 

The industrialisation of India, thus, need not be a bhnd 
imitation of Western mdustrialism The foundations of modern 
mdustries are both material and psychological. The develop¬ 
ment of mdustries is determm«i partly by command over 
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natural resources, partly by scientific knowledge, partly also by 
the habits and institutions which wouldd enable the knowledge 
to be applied and the resources to be utilised. So far as scientific 
knowledge and technological methods are concerned, they are 
an international asset available to all But industrialisation is 
not an ingenious contrivance, a hot-house exotic, which a country 
can import, irrespective of the environment in which the new 
technique is to function What makes modern industry is not 
the machine but the intellectual potentialities and the mstitu- 
tional structure which make the utilisation of the machme 
possible. Do we desire industrialism on the Western model’ 
That there are large sections of the leaders of economic thought 
and of public life, who desire without qualification an imitation 
of Western capitalism on an individualistic basis, wc readily 
admit It IS the attitude of this section that is reflected in parts 
of the Fiscal Commission Report On many occasions, Indian 
publicists have grown eloquent over the magic wand of modern 
industry turning this land into a land of milk and honey. 

Shall we endorse this attitude of blind faith in the virtues 
ot capitalist industrialisation’ We have an indigenous culture 
which we would not readily throw over, we have a conception 
of life proper to civilised man If we desire industrialism, we 
shall take it on our own terms We need not imitate. It will 
be a question of adaptation and adjustment. We possess a 
laborious and intelligent population, with unusual gifts for 
creative production Owing to the abundance of human labour, 
this labour is cheap It is the very cheapness of labour that has 
partly retarded the introduction of machinery What is more to 
the point IS our deficiency in technical education In fields like 
agriculture and engineering, one thinly populated State like 
Iowa, with one per cent of the population of British India, has 
a larger number of students. We have also a variety of valuable 
raw materials Already we have manufactures by modem 
methods of commodities which a generation ago were produced 
by hand If we have been mdustrially backward that back¬ 
wardness has been “m no way due to any inherent defects 
amongst the people of India, but artificially created by a con¬ 
tinuous process of stifling, by means of a forced tariff policy, the 
inborn industrial genius of the people 

The character of our trade has hitherto been largely an 
exchange of raw materials and foodstuffs for manufactured 
imports. Owmg to the poverty of the millions of our agricultural 

^Minute of Dissent, Fiscal Commission Report, p 180 
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population and the absence of communications, our internal 
market has been limited, but is capable of vast expansion with 
the improvement of transport and a rise in the standard of living 
It is difficult to believe for example, that we cannot work up 
our raw cotton and silk, grow our own fruit and can it, multiply 
oU mills, supply our own railway materials and revive our own 
shipping industry What we need for such a rapid industrial 
development is, in the first place, an immediate and intensified 
programme of roads and other means of communication There 
can be no rapid industrial development in the absence of an 
adequate system of transport The farmer will find new and 
more profitable markets within his reach The growth of our 
industries will create a greater demand for agricultural products 
and the increased prosperity of our agriculture will in turn give 
rise to an mcreased demand for the products of our industries 

Better means of communication will have to be accompanied 
by a fiscal policy which will secure our struggling manufactur- 
mg mdustries against competition from abroad Nobody doubts 
to day that a tariff on manufactured imports is a reasonable 
method of fostering our own industries. What is equally import¬ 
ant is the adoption of some settled policy of industrial develop¬ 
ment which would aim at definite objectives to be carried out 
over a period of years. That objective should be primarily the 
achievement of a balanced economic existence by making oui 
country self-sufficient, to the extent to which our economic 
resources make it possible 

Such a policy does not involve a mere imitation of the indus¬ 
trialism of the West We must shake ourselves off from the as¬ 
sumption that mass production is the only method of promoting 
economic progress. We are a nation of farmers and artisans 90 
per cent of our population live in village surroundings If we 
can assist these craftsmen by the improvement of their tech¬ 
nique, by education, by more effective marketing of the commo¬ 
dities that they produce, at the same time that we foster large- 
scale production, we shall avoid by these measures the mass un¬ 
employment and the compulsory idleness of millions maintained 
on doles, which Western industrialism has brought with it 

We must not only think of developing our cottage industries 
but also consider how far we can avoid by legislation and execu¬ 
tive control, the overcrowdmg under slum conditions, the pre¬ 
valence of mdustrial diseases, and the exploitation of our factory 
population under unregulated private enterprise aiming only at 



THE FUTURE OF INDUSTRIALISM 521 

profit Today, so far as large-scale industry is concerned, the 
easy-going employer of old, who was associated in work with his 
men like a father with his family, has been replaced by a tyran¬ 
nical and greedy foreman who exacts as much in the shape of 
work as he can get from his employees The casual domestic 
atmosphere of the old fashioned worfehop with its gossip, smok- 
mg, chats with passers-by and meals shared by workmen and 
master, has given place to factory routine and disciplme without 
any of the compensating amenities m the shape of leisure, safety, 
sanitary surroundings and educational oppoi tumties It is, there¬ 
fore, necessary to have industrial legislation for shorter hours of 
work, for the provision ol proper sanitation, of better housing, 
and of wage standards which would not only secure physical 
efficiency but bring to human labour the opportunities for a full 
life. 

We should plan our future industrial development on the 
basis of the service motive and not on the profit motive. We must 
not be hypnotised into the belief that our finance capitalists 
further the general welfare of our people, whilst they add to 
their profits by large-scale productive enterprise This has been 
made crystal clear by black marketing and hoarding during and 
after the war We have passed the stage when we naively be¬ 
lieved that the pursuit of profit contributed to the general inter¬ 
ests of the consumer. Public welfare must not be a by-product 
of the profit-making activities of the few. Protection in India 
of industries like sugar, iron and steel and textiles has involved 
substantial sacrifices on the part of consumers If protection is 
be continued and its scope is to expand, it must be controlled in 
the public interest Recent experience has shown that the indi¬ 
genous capitalist IS in no way different from his counterpart in 
the West If any thing, he is often worse As Asoka Mehta 
points out, “ From the workers’ point of view, an Indian trust is 
often a worse master than a British trust The condition of the 
workers of the Dalmia Sugar Mills, for instance, is inferior to 
that existing in the Belapur Mill of Brady and Co”^ In the 
mad pursuit of profit, the Indian capitalist has refused to take 
any lessons from the tragic experiences of industrial develop¬ 
ment in the West, and this, coupled with a laissez-faire pohcy 
and consequent apathy and indifference of an alien Govern¬ 
ment in the past, has been responsible for the existence of some 
of the worst features of Western industrialism, which could have 
been easily avoided in our country. 

IQP cit p 8. 
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The intense exploitation that is going on today, in the name 
of emergency, in the form of high prices and consequent huge 
profits IS a clear indication of the “ shape of things to come,” if 
we allow the expansion of our finance capitalism to contmue, 
without any social control. The frantic anxiety of our capital¬ 
ists merely to safeguard the stability of the sterling credits and 
their utilisation, without showing anj^ concern whatever about 
inflation—soaring prices always mean huge profits—has clearly 
revealed their “ love ” of the masses' The inexorable logic of 
capitalism is already at work in our country - 

We need a balanced economy by a properly devised indus¬ 
trial integration in which large-scale, small-scale and cottage in¬ 
dustries can be dovetailed by means of a reoriented policy into 
agriculture, with a view to guaranteeing a minimum of decent 
life for all A continuation of the present policy of drift will 
result only in the accentuation of the poverty of the masses and 
the glaring inequality of wealth Future industrial development 
in India can only be carried out with State help, and so must be 
not merely State controlled but socially controlled The hope 
for a better future and a decent standard of life for the masses 
lies in the industrial development of the future being “demo¬ 
cratically organised and socially controlled” This implies, in¬ 
deed, a State which is truly representative oi the masses, in fact 
of the entire community Many of the world’s troubles in the 
past have been due to the fact that the State has always been 
a mere instrument in the hands of a particular class—the owners 
of the means of production—explicitly or implicitly, with the 
consequence, that those who have been excluded from power 
have also been excluded from its benefits The sort of planned 
economy that we have envisaged is mcompatible with anything 
but a truly democratic State which represents the collective good 
of the entire community 

CHAPTER XXIX 
THE NATIONAL. DIVIDEND 
The Concept of National Dividend or Income 

The raison d’etre of all economic activities is the satisfac¬ 
tion of human wants and needs Hence the economic welfare 
of an individual or a nation depends upon the availability of 

^Cf “Utilisation of Sterling Credits of India.” Published by the Federation of 
Indian Chambers of Commerce and Industry, Delhi, 1943 It is is significant that it 
contains no reference to the phenomenon of Inflation 

a Our capitalists get frightened at the very name of nationalisation They have 
opposed labour welfare schemes, they have resented state interference in the eco¬ 
nomic fleld, and they have even undermined government attempts at price control 
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goods and services for consumption The actual production of 
goods and services during a particular period of time is deter¬ 
mined in turn by the national or social wealth. The term 
national or social wealth taken m the wider sense includes not 
only the natural resources of a country but also the multitude 
of advantages which a country may possess in the shape of salu¬ 
brious and bracing climate, in the grandeur and beauty of 
natural scenery, in the possession of navigation facilities like 
rivers and harbours, geographical location and the attraction of 
historical relics and monuments But for practical purposes, it 
IS usually defined as the sum total of the possessions hold by the 
people of a country which are appropriable 

The social or national wealth is the fund or capital which 
IS in parts measurable and in parts not measurable On the 
other hand, the national dividend or income is the current of utili¬ 
ties that flows out of this fund or capital of social wealth All 
the elements of the social wealth add to the annual flow of utili¬ 
ties , but so long as there is no corresponding flow in terms of 
money, they are not taken into account in calculating the nation¬ 
al income All those elements of the funds are reflected in the 
national income which directly or indirectly increase the effi¬ 
ciency of production and results in a greater amount of goods 
and services, or in so far as they attract foreign tourists This 
IS due to the fact that the concept of national income is limited 
to those utilities in the form of goods and services which possess 
exchange value Many utilities though they increase economic 
welfare have to be left out tor the simple reason that they do 
not enter the orbit of exchange economy Thus for example, as 
Pigou points out, houses and furniture enter into the national 
income if we hire them out, but not if they are given to us as a 
gift, though the utilities derived from them in either case re¬ 
main the same As a rule, all goods and services without corres¬ 
ponding flow of money payments are excluded; and all those 
which are “ customarily exchanged for money ” are included in 
the computation of the national mcome There is an element 
of arbitrariness in all such computations Thus the utility de¬ 
rived from a house, whether rented or used by the owner, is in¬ 
cluded m the national mcome, whilst the utilities derived from 
other durable consumption goods, like cars and books, clothes 
and crockery are excluded. It is argued that the occupation of 
a house is a service customarily exchanged for money, whereas 
this IS rarely the case with the use of furniture, motor-cars, etc 
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It may be noticed, however, that more recently Swedish econo¬ 
mists, like Lindahl, and American economists like Dr. King 
have calculated the “imputed” mcome from the stock of durable 
goods of this kind in their estimates of national income. In the 
case of a country like India it is obvious that we cannot restrict 
ourselves to customarily exchangeable goods and services only 
for calculating the national income. Most of our agricultural 
produce is consumed by the producers themselves, and a consi¬ 
derable amount of farm labour is labour rendered by the farm¬ 
er’s family. 

The property principle cuts across the territorial principle. 
Thus the income from property held abroad, capital movements, 
mcome from services rendered outside one’s own country, are all 
included in the national income The question of what should be 
included and what should be excluded from an estimate of the 
national income has given rise to a number of theoretical prob¬ 
lems on which considerable differences of opinion exist among 
economists 

The problem of inclusion of services is a controversial prob¬ 
lem Hungarian economists hke Felner and Varga, and some 
Indian economists exclude services from national income, on the 
ground that there is no logical consistency in including some 
services and excluding others Services rendered by domestic 
servants are included and raise the national income On the 
other hand, services rendered by family members are excluded, 
for the latter are not paid for The services rendered by mothers 
and housewives, are valuable and yieul “a fund of annual satis¬ 
faction, which might be, but is not in fact, regularly measurable 
m money.” These services are not included, but the same ser¬ 
vices when rendered by employees like governesses or ayahs 
and maids are included. A curious paradox consequently occurs 
like that mentioned by Pigou, namely, when a man marries his 
own housekeeper the national mcome diminishes On the con¬ 
trary, during war times, the national income increases because 
of the diversion of women to war work, their household work 
being done by domestic servants. 

Another controversial point arises with regard to the inclu¬ 
sion of the services of public servants Some economists exclude 
them from the national income. As Professors Matolscy and 
Varga point out, “ If the amount of the public administration in¬ 
creases, the national income does not, therefore, become greater, 
just as it would not become smaller if the amoimt of public 
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administration could be reduced, provided the prices of consum¬ 
ers’ goods remain unchanged This would only affect the dis¬ 
tribution of mcomes... .We do not dispute the usefulness of the 
public services; but it seems to us that the results of their use¬ 
fulness appear m the value of goods and services produced, and 
an mclusion of the cost of public semces as such would mean 
double counting.” ^ More recently, however, this view is not 
rigidly held, and in most of the countries including Hungary 
certain services are included. As a matter of fact, in all coun¬ 
tries State services and public authority employees are counted 
in the national income It may be observed, however, that in a 
country like India with a top heavy administrative expenditure 
the inclusion of the public services gives us a higher figure for 
the national income In Soviet Russia, all non-material services 
are excluded from the computation of the national income. 

So also the income received by mdividuals without render- 
mg any actual services, namely, old age pensions, widows’ pen¬ 
sions, money transfers like gifts, chanties, war pensions, interest 
on war loans, is excluded. But the interest on national debt for 
productive purposes or on municipal bonds and loans is regard¬ 
ed as a part of the national income, as it contributes to the value 
of the flow of services rendered by the State and local bodies. 
According to Mr. Cohn Clark pensions to cml servants should 
be iiiciuded, as they are a sort of postponed payment for services 
rendered 

Mr. Colin Clark defines the national income in the following 
terms: “ The national income for any period consists of the 
money value of the goods and services becoming available for 
consumption during that period, reckoned at their current sell¬ 
ing value, plus, additions to capital reckoned at the prices actual¬ 
ly paid for the new capital goods, minus depreciation and obsole¬ 
scence of existing capital goods, and addmg the net accretion of, 
or deducting the net drawings upon stocks, also reckoned at 
current prices. Services provided on a non-profit-making basis 
by the state and local authorities, (e g. defence, and elementary 
education) are included in the total at cost price; but where 
these services are “sold” in the market (e.g. postal services, 
municipal tramway services) they are mcluded on the basis of 
the charges made. Where taxation is levied upon particular 
commodities and services, such as the customs and excise duties 

1 "National Income of Hungary." 1938. p 6 
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on commodities or the entertainment tax, such taxes are not 
included in the selling value 

Methods of calculating National Income 

Three methods of calculating the national income have been 
suggested (1) The subjective method, (2) the objective method, 
and (3) the mixed method Sir Josiah Stamp has termed the 
first and the second methods as the income and the inventory 
method respectively The subjective or income method is based 
on income-tax statistics This has to be supplemented by the 
calculation of those incomes which are below the income-tax 
limit Otherwise quite a good amount of income would remain 
uncalculated Such a method is useful in countries where the 
proportion of income-tax payers is relatively large and where 
there is provision for taking an adequate and accurate wage 
census The objective or inventory method, which is sometimes 
also called the “census” method, consists in the evaluation of 
the total aggregate of goods and services available for consump¬ 
tion at market prices Such a method presupposes an accurate 
and detailed census of production The danger of duplication is 
especially great in the use of this method The combination of 
both these methods is called the mixed method 

The method adopted for estimating the national income of 
a country depends upon the kind of data available. At times 
one or the other method may be used At other times both may 
be employed simultaneously to check results Sometimes each 
of the methods may be used for part of the calculation and their 
summation gives the total income But, as Bowley and Robert¬ 
son point out, “The two methods do not furnish a check over 
one another over the whole field; thus the services of cabinet 
ministers must be held to be worth the amount of their salaries 
since there is no other way of evaluating them 

In our country the great majority of the population are agri¬ 
culturists whose income does not fall within the purview of the 
income-tax. The income-tax', moreover, touches a very small 
section of the population There is no all-India wage census 

i'‘The National Income.” 1924-31, pp 1-2 Cf Dr Rao’s definition, given in his 
“National Income of British India" "The national Income of a country is the money 
value of the fiow of commodities and services, excluding imports becoming avail¬ 
able for sale within the period, the value being reckoned at current prices, minus 
the sum of the following items (a) the money value of any diminution in stocks 
that mav have taken place during the period, (b) the money value of the flow of 
goods and services used up in the course of production, (c) the money value of the 
flow of goods and services used to maintain Intact existing capital equipment, 
(d) receipts of the state from Indirect taxation, (e) favourable balance of trade 
including transactions in treasure, (f) net Increase in the country’s foreign in¬ 
debtedness or the net decrease in the holdings of balances and securities abroad, 
whether bv individuals or the Government of the coimtry ” 

*A Scheme for the Census of ProducUon, p 9 
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There is likewise no proper census of production and “ it seems 
unlikely that the census of production method will ever be ap¬ 
plicable over the whole even of the mdustrial field There 
are no figures available of the number employed and salaries 
paid to employees of the Government or Local Bodies. No statis¬ 
tics are to be found regarding domestic services In the absence 
of all such data the calculation of the national income of India 
seems to be an impossible adventure. 

The Utility of National Income Statistics 

An important problem m economics is that of distribution, 
the problem of dividing the goods and services produced among 
the people for consumption Economic welfare may be said to 
be measured by the amount of the national income But econo¬ 
mic welfare is a wide term, and it would be more accurate to 
speak of national income as affecting economic welfare Thus 
as Haberler suggests, “Other things being equal, economic wel¬ 
fare IS greater, if national income is greater, such other things 
that also affect economic welfare but are usually not considered 
as part of national income, e g, the presence or absence of cer¬ 
tain wants”- Thus, we find that in a community with poor 
health, more money has to be spent on doctors and though this 
may not impair the productive power of the community econo¬ 
mic welfare is definitely less than it would otherwise be We 
may not speak of real income being less, but we may say that a 
larger part of national income consists of the services of doctors. 
Of course, if the productive efficiency is impaired by poor health, 
national income will be affected to some extent; but because of 
the inclusion of the services of doctors it would be less affected, 
than economic welfare In the same way, to facilitate the smooth 
running of the economic system, money might be spent on 
“policing” the system to a greater or small extent This in¬ 
volves the diversion of effort from the production of goods and 
services for consumption. “ Thus there are a variety of factors 
which affect economic welfare, that is to say, make the situation 
more or less desirable than it would be in their absence, but do 
not or need not m general affect real income.” 

When we take the national income figure as an approximate 
index of economic welfare, we should take into account all the 
relevant factors involved, eg the extent to which the economy 
of the country is non-monetary, the distribution of income (for 
inequality of incomes distorts value), age composition of the 

„ , * “National Income, Saving and Investment," In "Studies In Income and Wealth." 
Vol n, 1938, pp 140>141. 
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population, etc. National income figures are an index to the 
standard of living possible for a people, and may become useful 
in estimating the taxable capacity. They are useful also for 
finding the trend of economic development or progress over a 
period of time When we do so we have to take into account 
the changes that might have occurred in prices, in the habits of 
the people regarding food, drink, clothing and other things. 
Even then, we must not forget that “a community making a 
great economic progress may lack, and an economically unpro- 
gressive community may possess, in full measure the other 
values of life, such as sense of contentment and of hope for the 
future ” ^ 

As we have already mentioned, the definition of national in¬ 
come varies from author to author. The nature of the data on 
the basis of which national income calculations are made also 
varies All these facts limit the value of national income statis¬ 
tics, in their use not only between country and country but also 
in the same country. When we use these figures to make com¬ 
parisons between different years, we must not forget that they 
are average figures and do not throw any light on the distribu¬ 
tion of the income. While makmg comparisons between country 
and country, we have to be careful not only regarding the extent 
to which the respective economies are monetary or non-monetary, 
but also regarding the differences m prices, standards of living, 
habits etc Thus, it would be misleading to compare national 
incomes of countries with different standards of living and 
methods of production In brief, we may say that statistics of 
national income are not of great value in international compari¬ 
sons, though under certain limitations they may be useful in 
making comparisons between different periods of time withm 
the same country ^ 

National Income of India 

Various estimates have been made of the national income of 
India, the earliest being that of Dr. Dadabhoy Naoroji for the 
year 1868 and the latest of Dr. Rao for the year 1931-32. The 
following table gives us the various estimates of per capita in¬ 
come of India. 

* Colin Clark “Conditions of Economic Progress,” 1940, p l 

*As Dr Bowlev points out, “It is very doubtful whether numerical comparison 
can safelv be made between two countries, neither housing, clothing nor food are 
comparable the Importance of that part of income which is not wages varies greatly, 
and many things must be bought in one country which are unnecessary or are home¬ 
made. home-grown or obtained freely in another Nor should we compare 
Industrial classes such as workmen engaged in building or engineering or printing, 
in different countries, since methods and conditions of work vary enormously, unless 
we make verv broad allowances for the possible effects of such variations ” (The 
Nature and Purpose of the Measurement of Social Phenomena, p 186) 
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Name of Ihc Author 

Year of 
Estimate 

which Esti¬ 
mate is 
made 

Income in 
Rupees 

Dadabhoy Naoioji 

187b 

1868 

iO 

Baring & Baibout 

1882 

1881 

27 

Lord Cuiaon 

1901 

1897-98 

30 

Wilham Digby 

1902 

1899 

18 

F G Atkiiibon 

1902 

1875 

27 3 

F G Atkinson 

1902 

1895 

.35 2 

Sn B N Sarma 

1921 

1911 

50 

Findlay Shirras 

1924 

1911 

49 

Findlay Shirras 

1924 

1921 

107 

Findlay Shin as 

1924 

1922 

lib 

Shah & Khambatta' 

1024 

1921 

74 

Wadia & Joshi 

l‘)2j 

1913-11 

44 3 

Vakil & Muranjan' 

1926 

1910 14 

58 5 

Simon Commis,»ion Repoi t 

Cential Banking Enquiry Repoit 

1929 

not men¬ 
tioned 

11b 

(Agncultuial population only) 

19il 

1928 

12 

Einrilay Shut as 

1932 

1931 

63 

.Sii James Giigg- 

1938 

19.J7 ,36 

5b 

V K R V Rao 

19 «) 

1923 29 

7b 

V K R V Rao 

1940 

1931-32 

62* 


Limilalions of Ksdiinafcb of National Income of India 

The period covered by the different estimates rani>es fiom 
1868 to 1931-32 ^ During this period far-reaching variations have 
occuired in the pi ice level The Indian price index numbci 
based on 1873 (including 39 unweighted articles but not includ¬ 
ing foodgrains upto 1879) showed the following variations — 
Year Price Index Number Year Price Index Number 

1873 100 1921 281 

1900 116 1925 236 

1913 143 1930 171 

1920 281 1936 ir) 

Indian statistics aie largely a by-product of administrative 
exigencies and are far Irom reliable “ They aie unco-ordinated, ’ 
as Bowley and Robertson point out, “ though in some branches 
careful work is being done, and determined efforts made to im- 

' For the whole o£ India The remaining estimates aie for British India 
-Budget Speech in »ie Central Legislative Assembly, April 1938 
‘With a margin of error of 6 per cent 

* Recently “A Student of Economic Research ” on the basis of the csliiiidtes 
of Dr V K H V Rao for 1931-32, calculated the per capita inoome in India foi 
1942-43 at Rs 142 Dr Rao has questioned this estimate in an article in Commerce, 
pointing out various errors in calculation Calculating in terms of the price level 
in 1931-32, Dr Rao puts the per capita income In 1942-43 at Rs 69, and adds, "there 
has been practically no rise in real terms in the national income per capita in 1942-43, 
as compared to that in 1931-32 There is no justification therefore for holding that 
Indian poverty has declined during the last 11 years tp any signiflcant extent " 
(Commerce, 26th February, 1944) 


34 



530 


OUR ECONOMIC PROBLEM 


prove the accuracy and scope of information, in others they aie 
unnecessarily diffused, gravely inexact, incomplete or mislead¬ 
ing , while in many important fields general information is 
almost completely absent The situation cries out for over¬ 
haul under the control of a well qualified statistician ” ^ They 
point out for example that “The rural price statistics are dif¬ 
fused Bengal rice figures are held to be gravely inexact, birth 
and death returns are incomplete, and so published as to be mis¬ 
leading , and there is no general information about wages ” 

In a country like India where 80 per cent of the people are 
dependent on agriculture, agricultural statistics play an import¬ 
ant part in the calculation of the national income of India Bui, 
“ the statistics even of cropped products leave much to be desired, 
while statistical information about other important parts of agri¬ 
cultural income such as the output of animal husbandry are 
almost completely lacking, and statistics of industrial production 
arc patchy in the extreme ” - 

It is also to be noticed that the basis of calculation ol the 
various estimates differs fiom author to author Dadabhoy Nao- 
loji, Digby, Shah & Khambatta c/^.cluded services from then 
computation The earlier official estimates added 50 per cent 
for non-agncultural income—definitely an over estimate—to the 
total value of agricultural income Mr Findlay Shirras takes 
non-agncultural income at about 40 per cent of the agricultural 
income, while Shah & Khambatta take it at 10 per cent and 
Wadia & Joshi at 30 per cent Mr Findlay Shirras makes an 
allowance for seeds in calculating agricultural income The latei 
estimates show a great variation mostly due to fluctuations in 
the price level, which increased by more than 100 per cent during 
1913 and 1920, and fell below the 1914 level after 1930 When we 
take into account these limitations and differences, it may not 
be unreasonably maintained that these estimates are not com¬ 
parable 

The latest estimate namely, that ot Dr Rao, is perhaps more 
reliable in view of the fact that he has not only used all avail¬ 
able data including village surveys, but supplemented them by 
his own personal ad hoc enquiries into the (^tput of meat and 
milk, and incomes of industrial wage earners, domestic servants 
and others His study may be regarded as less inaccurate, es¬ 
pecially when we remember that he makes allowance for a 
margin of error 

>Od cit p 1 

'Ibid, footnote 
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< Details of National Income of British 

(All figures are of net income). 

India' 

531 

- 

Value in 

Margin of 

Description 

millions of 
rupees 

error per¬ 
centage 

Value of agiicultuial output 

5,927 

_ 

Value of live stock products 

2,683 

fio 

Value ol lishsng and hunting 

120 

+20 

Value of forest products 

92 

— 

Value of minetal pioduce 

180 

-- 

Incomes assessed to income-tax 

Incomes not assessed to income-tax of woikcis 

2,161 


engaged m industiy 

Incomes not assessed to inuime-tax of woikei'- 
engaged in service of the stale, lailwsys, posts 

2,100 

+17 

and telegraphs 

Incomes not assessed to incomt-tax ol workeis 

■■'OO 


engaged in liade 

Incomes not assessed to mcome-t.ix of workers 

1.233 

+ 15 

engaged in piofcssions and liberal aits 
Incomes not assessed to income-tax of woikois 
engaged in tiansport other than railways, 

416 

+ 1.5 

posts and telegraphs 

Incomes not a,.'sessed to income-tax of woikers 

283 

1 20 

engaged m domestic service 

325 

+20 

Miscellaneous items 

780 

1 H) 

Grand Total 

16.890 

1 (i 

From the above table Dr Rao Cbtimates 

the per c 

apita in- 


come of British India in 1931-32 at Rs 62 His previous estimate 
for the quinquennium 1925-29 was Rs 76 If we make allowance 
for the fall in price level by 1931 this figure would be reduced 
to Rs 49 But according to him due allowance must be made for 
the greater fall in agricultural prices than in industrial prices 
and the prices of services His corrected figure for 1925-29 in 
terms of the price level of 1931-32 is Rs 55 It may be noted, 
however, that the figure for 1931-32 is based on more accurate 
enumeration of the miscellaneous items, and that the estimates 
of non-agricultural income are based on more comprehensive 
data He thinks that he had underestimated non-agricultural in¬ 
come in his calculation of the national income of India for 1925- 
29, and therefore his per capita figuie of Rs 76 for 1925-29 should 
be raised to Rs 84 - 

Dr Rao considers that the three previous estimates of Dada- 
bhoy Naoroji, Atkinson, and Shah and Khambatta can be revised 
so as to make them comparable to his own estimate of 1925-29 
as below —® 

'V K R V Rao op cit p 186 
-/bid .preface, p vlll 

“ "An Eissay on India'b National Income 19S5-29,'’ p 157 
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Author EstiinAle 

J).^d^^blloy Naoioii 23 5 

Atknibon 315 

SInUi & Kluinib.jllj 88 0 

Rao 78 0 


Per capita income 
Year in rupees estimat¬ 
ed at 1925-29 
price-level 
1868 44 2 

1895 55 0 

1921-22 78 0 

1925-29 78 0 


Dr Rao, however, admits that llicse different figuies are not 
comparable in view of the different bases of computation What- 
evei the inaccuracies of these estimates, one thing is strikingly 
icvealed even by the most optimistic of these figures—and that 
is, the utter poverty of the Indian people If we are not growing 
poorer, other people have relatively been progressing at a more 
lapid late The pi ogress of Soviet Russia, which at one time 
stood on the same level as India, shows what can be achieved in 
a period of 25 years to improve the conditions of the masses, by 
properly planned economy aiming at the good of the community 
as a whole Taking Dr Rao’s hguio, the income per head pei 
day in British India works out at a little less than 3 annas, a 
figure which might well lustily the cxpiession “ appalling povci- 
ty ” in connection with the economic condition of the people of 
India How much more serious must the outlook be when we 
remember that this figure of 3 annas is an average which covers 
the millionaires as well as the masses • 


Distribution of National Income 

According to Dr Rao, the urban income per head is more 
than thrice as high as rural income, the ruial income being 51 
1 upees and urban income being 166 rupees There is a real differ¬ 
ence in the economic condition of people living in towns and in 
the villages And 80 per cent of our people still live in villages 
Among the urban classes themselves there are vast inequalities 
Nearly one-half of the urban income belongs to less than one- 
tenth of their total number Even among the comparatively 
well-to-do with an income of over Rs 2,000 per year, 38 per cent 
possess only 17 per cent of the total income and a little more 
than one per cent claim as much as 10 per cent of the total in¬ 
come ^ 

A recent unofficial estimate of the distribution of income in 
India for British business gives us a revealing picture of the 
plight of the masses in India — = 

^ Op cit pp 188-190 

Market” in the 'Times Trade and Engineering,” Indian Supple- 

m^ntf April, 1939 
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Ranre of Incomes of Indian Households 


Number of 
Households 

Income In Rupees 

rquivalriit 
In £ 

6,000 

Over 100,000 

7,500 

270,000 

Average 5,000 

375 

250,000 

1,000 

75 

35,000,000 

„ 200 

15 

Remaining 

„ 50 



These figures, evidently calculated to expkjre the possibili¬ 
ties of Biitish business in the Indian maiket are not. likely to be 
unduly optimistic 
International Comparisons 

Mr Cohn Clark, an authority on national income, considers 
it possible to make comparisons of economic welfare at different 
times, places and countries by a suitably devised formula In his 
“ Conditions of Economic Progress ” he institutes a comparison 
between the real per capita income ot the countries ot the woild 
by 1 educing the different estimates ot the national income of 
these countries to the same price level, taking into account all 
the different factors The real income is expressed in the form 
of international units per head of the working population The 
I U has been defined as “ the amount of goods and services which 
one dollar would purchase in the USA over the average of the 
period of 1925-34,” and all the data are reduced to this stand¬ 
ard ' The following table shows the average real income pei 
head in international units over the period 1925-34 — 


Country 

lU’s 

Count! y 

I IJ.’s 

USA 

1,381 

Czechoslovakia 

455 

Canada 

1,337 

Greece 

397 

New Zealand 

1,202 

Finland 

380 

Gieat Biitain 

1,009 

Hungaiy 

359 

Switzei land 

1,018 

Japan 

353 

Australia 

980 

Poland 

352 

Netherl.inds 

855 

Italy 

343 

Eire 

707 

Yugoslavia 

330 

France 

684 

USSR 

320 

Sweden 

653 

South Atiica 

276 

Germany 

G46 

Bulgaiia 

259 

Belgium 

600 

Rumania 

243 

Austria 

511 

Lithuania 

207 

He also gives us the figures for the following countries which 
are rough estimates — 

Argentina 

1.000 

Portugal 

300-400 

Chile 

500-600 

Egypt 

300-350 

Spam 

500-600 

British India 

200 

Brazil 

400-500 

China 

100-120 


Whatever the deficiencies in the accuracy of the above esti¬ 
mates, one fact is clear that British India along with China 

' ‘Conditions of Economic Progrets,' pp 35 et seq 
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stands at the bottom of the list Comparing India with countries 
like Japan, Bulgaria and Yugoslavia where agricultural methods 
are similar, and there are no wide differences in the ways of liv¬ 
ing, one finds that India has the lowest real income her head We 
have to go a long way yet before we can reach the standard of life 
of even the comparatively backward countries of Europe like 
Poland or Italy 

We have already referred elsewhere to the growing inequali¬ 
ties among the agricultural population, and the equally significant 
increase in the number of the agricultural proletariat We have 
also referred to the conditions of living of the industrial workers 
in towns When we add to this the fact of deficient food supply, 
the picture becomes more gloomy Millions are semi-starved and 
most of our population live on the maigin of subsistence We 
have a high infant mortality, malnutrition, low vitality and 
nothing by way of a reserve to tall back upon in times of scarcity 
or m cases of disasters like floods The problem before our 
National Government is a problem of equitable distribution as 
much as a problem of efficient production What such a National 
Government can achieve, in the shape of making a full life pos¬ 
sible for the teeming millions of India, will depend upon the ex¬ 
tent to which it will 1 ealise the need for a socially controlled plan 
for the regeneration of our agricultural and industrial economy 

CHAPTER XXX ^ 

PROBLEMS OF CONSUMPTION 
The Place of Consumption in Economic Theory 

Economic theory in the eighteenth and nineteenth centuries 
neglected all questions of consumption Economists, while gen¬ 
erally recognising that consumption is the sole end of production, 
legarded habits of consumption as a private affair of the indi¬ 
vidual, except in so far as they affected the production ot wealth 
They started from market demand to an examination of the laws 
of production, distribution and exchange of economic goods Even 
so late a writer as Taussig ragarded consumption as “an uncertain 
group of topics in which it is difficult to get beyond platitude or 
exhortation ” ^ The mercantilism of the 18th century led to the 
view entertained in the 19th century by laissez-jaire writers that 
production, with the pecuniary incentives behind it, was a crude 
test of economic welfare Even when they discussed consumption, 
it was in connection with the distinction between productive and 

‘ Taussig, ‘Inventors and Money Markers," p 9 
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unproductive consumption, or the relation of thrift to capital 
accumulation, or the economic effects of the consumption of luxu¬ 
ries. • 

Consumption acquired a new prominence in economic theory 
with the rise of socialist thought which raised fundamental issues 
of justice and fairness in distribution, and involved a reconsider¬ 
ation of the problems of economic welfare With the development 
of the marginal theory of value, consumption assumed a psycho¬ 
logical meaning which at the same time became an integral part 
ot the price analysis The utility theory gave rise to the idea 
that economic welfare was a matter of “ maximum satisfaction,” 
and was linked up with reform movements During the first world 
war, as during the last, the consumer became the hero whose fru¬ 
gality and thrift would win the war 

Consumption, in fact, should be regarded as the beginning 
and end of the economic process Human wants are the springs 
of all activity, and therefore of economic activity Man has wants 
and he makes the effoits necessary to satisfy them But consump¬ 
tion IS also the end of all activity When wealth has been pro¬ 
duced, it can have no other function or purpose than to be applied 
to the satisfaction of human wants 

A theory ot consumption involves standards of living Organ¬ 
ised scales of values direct our activities as consumers, and aie 
manifested in the ways in which we feed, clothe and house our¬ 
selves, as well as in our amusements A “ standard of living ” is 
not the same as the actual manner of living of a class or a com¬ 
munity It IS an attitude towards, or a way of regarding, a given 
mode of living It is the “scale of preferences,” the plan for 
material living, which directs our expenditure into certain chan¬ 
nels, “ and satisfies oui sense of propriety and decency as to mode 
of living Apart from this conception of the standard of living, 
there is also involved in a theory of consumption a descriptive 
study of the proportions of a family’s income spent on consumers’ 
goods like food, clothing, etc Family budgets of this kind enable 
us to determine whether the manner of living of any class cor- 
lesponds to a previously formulated conception of a minimum 
standard of subsistence, health and decency 
Analysis of the Standard of Living 

When we analyse the factors that enter into the standard of 
living, we find three major elements (a) there are those elements 
which are essential as possessing survival value for individual life 
—food, clothing, shelter, and medical services , (b) the “ conven- 
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tional necessities ” or “ prestige values ” which indicate the exist¬ 
ence of social groups and have survival value for the group, like a 
clergyman’* coat, or the academic cap and gown They are sym¬ 
bols to designate social status, and enable the individual to iden¬ 
tify himself with the group , (c) there are those further elements 
which represent the group concept of welfare, including values 
which mark the peculiar basis or interest of the group, whether, 
puritanic or commercial ^ It is obvious from such an analysis 
that where the income of any class or nation barely suffices foi 
the satisfaction of the essentials of physical existence, it would 
be misleading to talk of a standard of life. It would be more 
appropriate, as in the case of India, to refer to a “ standard of 
existence ” Our contention is borne out by the tables of family 
budgets which we have incorporated in our chapters on agri¬ 
culture and industries A study of these tables shows that the 
majority of our population live below a subsistence standard 
Under these ciicumstances, statistical comparisons of the stand¬ 
ard of living in India with that in other countries by a reference 
to per capita income and consumption of industrial commodities 
and products are bound to be misleading Even a “ standard of 
existence ” would involve the adequate satisfaction of such prim¬ 
ary needs as food, shelter and clothing, which is lacking in the 
case of millions of our people In examining the “ standard of 
existence ” in India, the first issue that arises is the relation be¬ 
tween our food resources and the population 
Population and Food. 

In no country is it easy to determine the exact amount of 
food produced from year to year, and in India the difficulties aio 
exceptionally great The uni eliability of the statistics of agri- 
cultuial production in India is due to a number of causes In the 
first place, theie are no reliable statistics for two-fifths of the total 
area of our countiy which is included in the Native States For 
such area m the Indian States for which statistics are available, 
the standard of accuracy is much below the standard of British 
India In the second place, about 20 per cent of the area in 
British territory is under permanent settlement, and the figures 
of agricultural production are quite inadequate for determining 
whether the food produced in this area is increasing in proportion 
to population The population of the area under permanent 
settlement is about 35 per cent of the population of British India, 
and the Agricultural Commission admitted that the information 
in the permanently settled areas is collected through reports 

' TIaiPl Kyik A Theoiy of Consumption • p ?12 
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which are “ often mere guesses and are not infrequently demon¬ 
strably absurd guesses ” ‘ Thirdly, the quantities of food pro¬ 
duced are still less accurately deteimined than the amount of the 
acreage under crops As Sir John Russell observes, the publish¬ 
ed figures are obtained by the use of an equation, namely, produc¬ 
tion area X standard out-turn X seasonal condition factor “ The 
standard out-turn is not the average yield over a number of years 
but the model value over a long period, and so is unaffected by 
high or low yields of particular years Unfortunately the stand¬ 
ard out-tuin has not been redetermined for a long while, and it 
IS very desirable that this should be done again The seasonal 
condition factor can never be much more than a guess ” 


Agriculture being the most important source of wealth of our 
people, these defects make it impossible to estimate accurately to 
what extent our resources keep pace with our growing population 
Sir John Russell categorically observes by reference to the tables 
which we reproduce below, that “ the official figures as they stand 
show that the acreage under food crops unlike that under cash 
crops has not kept pace with the growth of population , on the 
contrary there is an actual fall in the acreage per head ” - 


Comparing the areas of land under different crops between 
1915-16 and 1930-31 in British India, he gives us the following 
summary, along with another table — 


Summary 


Thousand acres 


Increase in net area sown 
Increase in food crops 
Increase In non-food crops 


8,360 

4,132 

4,960 


Area per head of population in British India 



1903-04 

1908-09 1913-14 

1918-19 

1923-24 

1938-29 

Net ai ea sown acres 

1907-08 

1912-13 

1917-18 

1922-23 

1927-28 

1932-33 

pm head 

Area under food ciops 

0 883 

0 906 

0 918 

0 879 

0 868 

0 841 

per head 

Acie undet food ciops 
per head omitting 

0 829 

0 862 

0 873 

0 833 

0 803 

0 785 

sugar 

Acres under non-food 

0 818 

0 852 

0 862 

0 822 

0 792 

0 774 

crops per head 

0 052 

0 043 

0 045 

0 045 

0 065 

0 057 

Population in millions 

237 6 

243 8 

245 3 

246 9 

259 2 

271 5 


Thus, while the population during the last 30 years increased 
by 34 millions, the acreage under food crops increased by 4 million 
acres It is difficult to ascertain how far the total production of 
food has kept up with the population The following table which 
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we reproduce from Dr Mukerjee’s book shows to us the trend of 
food production in respect of quantity and quality in relation to 
population increase —' 

Index numbers oi variation of population and food supply in India- 


Excess or 
deficit of food 


Average ol 

Population 

Food 

Food supply 

supply index 

live years 

Production 

available for 

number in rela¬ 



Weighted 

consumption 

tion to popu¬ 



(unweighted) 

lation index 





number 

1910-11 to 
1914-15 (base) 

100 

100 

100 

100 

1920-21 

99 

99 

99 

0 

1925-26 

lUl 

121 

113 

-1 12 

1930-31 

1(17 

126 

123 

! 15 

1935-36 

121 

115 

122 

-1- 1 

1936-37 

123 

123 

128 

f 5 

1937-38 

125 

110 

IIK 

- 7 


The difteience between the indices foi population and food 
supply lb gradually becoming narrower, as will be seen from the 
table, and this is a definite indication ot deterioration in the food 
position There is a tendency towards decrease m the annual 
exports of food crops from India This may be offset by the im¬ 
port of food purchased with the help of our cash crops 

There has, however been an actual deficit of 15 per cent in 
the aggregate food production in the year ending 1937-38, while 
the food supply actually available toi consumption diminished by 
7 per cent as compared with 1910-15 Mukerjee calculates, assum¬ 
ing that the daily caloric requirements of the average Indian are 
2,800 calories, which allows toi 200 calories to be wasted in the 
kitchen and the table, India has now fallen short of food for 48 
millions on an average The average deficit is 423 calories m each 
man’s daily lation The deficit in food supply is indicated by the 
following figures —’’ 

India’s population in 1935 377 millions 

India’s tood needs .1215 billion caloiies 

India’s food supply 280 4 ,, „ 

India’s food shoitage .. 41 1 , 

Still more significant is the fact that there has been not mere¬ 
ly a deficit in the quantity of food pioduction in relation to the 
increase in population, but a steady deterioration in the quality of 
the foodgrains consumed by the people There has been during 
the last thirty years a steady increase in the production of the 


1R Mukerjee, ‘Food Planning for 400 Millions, ’ p 18, also his brochure on 
Food Supply,” Oxford Pamphlets 1942, Cover p 3 

2 Weights are assigned according to protein values Food supply available for 
consumption is computed aftei deduirting exports seeds amounting roughly to 
1 milUon tons per every 200 million acres of food grains, and 10 pei cent wastage and 
adding linpoits of sugar and cereals 

'' The Food Supply Oxford Pamphlets, op cit p 13 
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inferior foodgrains like jowar, barley and bajra at the cost of rice 
and wheat which have greater nutritive quality, as can be seen 
from the following table —^ 

Index Numbers of the Output of Cereals showing 
Percentage variations 

Superior Cereals 

1910<15 1915-20 1920-25 1925-30 1930-35 1935-38 1910-38 
Rice 100 114 0 108 4 107 2 110 2 103 5 -|- 3 5 

Wheat 100 96 2 93 4 93 3 97 8 104 2 + 4 2 

Infenoi Cereals 

1910-15 1915-20 1920-25 1925-30 1930-35 1935-38 1910-38 
Jowar 100 157 4 167 0 210 8 207 1 209 7 +109 7 

Barley 100 224 2 202 6 172 2 173 4 157 1 + 57 1 

Bdjra 100 140 0 105 0 126 0 125 1 ) 125 0 25 0 

Maize 100 114 0 100 0 106 0 112 0 105 0 h 5 0 

The whole of the inferior type of cereals serves the purpose 
of a self-subsisting economy of a population proverbially pooi , 
what IS more significant from the point ot view of the food prob¬ 
lem in India is the steady deterioration in the quality ot the tood- 
grains 

It IS worth while finding out the reason for this change which 
has an immense bearing on the health and vitality of the people 
Theie can be no doubt that one factor in the situation is the com¬ 
parative cost of cultivation ot wheat and rice, on the one hand, 
and crops like jowar and bajra on the other hand Another factor 
IS the increasing demand for the cheaper cereals by a population 
which has been living on the margin of subsistence This is like¬ 
wise evidenced by the fact that the food composition of the culti¬ 
vators IS determined by the proportion of cereals grown from sea¬ 
son to season—rice and maize being used in September to Nov¬ 
ember, a mixture of jowar and barley with gram or with bajra 
in the months between December and April, wheat being used in 
the mixture between May and August There is still another fac¬ 
tor to be taken into account, when we face this problem of the 
relatively large acreage under inferior cereals The growing de¬ 
pendence of a population, used to a self-subsistence economy in 
the past, on world prices and the fall in the price of the staple 
food crops in the world market largely influence the trend of cul¬ 
tivation—a trend that may be emphasised by the frequent failure 
of crops and recurrence of droughts 

It IS evident that the food position of India is relatively worse, 
judged by the proportion between the food production and popu¬ 
lation and also by reference to the nutritive quality of the cereals 
Sir John Russell arrives at practically the same conclusion when, 
on the basis of a table reproduced below, he concludes that for 

1 Ibid 
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most provinces the production per head per day of all grams in¬ 
cluding pulses and oil seeds is twenty to twenty-one ounces. This 
would give a daily calorie value of 2,000 or 2,500 according to the 
proportion of oil seeds taken and a nitrogen supply of about 12 
grams daily 



Total grain 

Population 

Total giam 

Nitrogen 

Province 

in million 

in 

ounces per 

grammes per 


tuns 

millions 

head per day 

head pei day 

Absjm 

1 6 

8b 

18 

7 

Bengal 

9 ^ 

48 9 

19 

7 

Bihar tnnd 

f)i issa 9 0 

36 7 

24 

11 

Bombay 

b I 

20 fa 

29 

16 

C P 

48 

15 5 

30 

15 

Madias 

10 4 

4fa 7 

22 

11 

Punjab 

5 0 

23 6 

21 

12 

U P 

lOb 

46 7 

22 

13 


Speaking generally Dr Aykroyd, the Diiector ot Nutrition 
Research Laboratoiies in Conoor, South India, says in an article 
contributed to the Indian Journal of Social Work m 1942 “To 
the nutrition worker the food situation in India is thoioughly 
unsatisfactory in normal times A nation-wide ‘ grow moie food ’ 
campaign would have been appropriate m 1938 before the war 
started and will be appropriate in 1945 when, let us hope, the war 
will be over The majoiity of the population lives on a diet far 
remote from the most moderate standards of adequate nutrition 
If India depends entirely on what she can herself produce, a very 
laige increase m the production of various foods is necessary to 
raise the existing standard to a satisfactory level Some of these 
may be roughly indicated as follows Cereals, 30 per cent in¬ 
crease , pulses, 100 per cent, milk and milk products 300-400 pei 
cent, meat, fish and eggs several hundred per cent, vegetables, 
particularly green leafy vegetables, 100 per cent or thereabout ” '■ 
The relation between the growth ot population and increase 
in food production, it has been said, can be more accurately 
gauged by approaching the problem regionally Though the 
whole of the country is predominantly agricultural, agriculture is 
carried on under diverse conditions A legional approach is, 
therefore, a useful supplement to the study of conditions on an 
all-India basis There are regions which yield a single crop in a 
year, while there are others that yield four crops annually An 
attempt has been made in a recent publication to study the ques¬ 
tion from the point of view of separate regions, which clearly 

> It Is interesting to compare the increase in agricultural production envisaged 
by the scheme proposed by the Special Committee of the Imperial Council of Agri¬ 
cultural Research, popularly known as Sir Kharegat Scheme The proposed increase 
is 10 per cent in cereals 20 per cent in pulses, 20 per cent in fats and oils 20 per 
cent In fruits 50 per cent In vegetables, and 300 per cent in milk The increase will 
I squire about 15 years and it must not be forgotten that during the period the 
population will also have incieased a factoi which obviously does not much wonry 
the planneis of the scheme 
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shows that, except m the three regions of Brahmaputra Valley, 
Gujarat and Orissa, there has been no increase in area under cul¬ 
tivation corresponding to increase in population ^ 

Under ordinary ciicumstances, an increase in the economic 
opportunities of a region is generally followed by an increase m 
population and vice versa But in the case of India, we seem to 
have reached a stage when without any tangible evidence of an 
increase of economic opportunities agricultural or industrial, 
there is a definite trend towards increase of population upto the 
limit of actual starvation 

There is ample evidence that whilst the population has gone 
on increasing during the last twenty years, both the area under 
agricultuie and the volume of production of foodgrains show a 
tendency to decline The table shows the below changes in 
Indian agricultuie (excluding Burma) between the depression 
and the outbreak of the present war —- 

In millions of acios 

1929-30 1936-37 1979-10 

Net dica sovn 210 38 213 72 209 01, 

Total area iriigatcd _ 49 54 50 16 54 95 

Aica “not availahlo loi <uUi- 

VdUon” 92 12 93 54 89 21 

“Other iintultivalcd laud ex¬ 
cluding fallow” 95 60 92 23 97 19 

Fallow land 45 78 44 84 47 3 J 

Though the net area sown in 1939-40 is loughly the same as 
in 1929-30, there is a marked fall as compared with 1936-37 This 
decline has occurred, whilst at the same time there has been an 
increase in the area under irrigation Shall we say that consider¬ 
able tracts of land on the margin fell out of cultivation ’ At the 
best, Indian agriculture during these ten years shows no signs of 
extension and progress, whilst population has been increasing 
Taking again the volume of foodgrains and pulses during the 
same period, the situation would appear to be worse than that 
indicated by the acreage figures —■* 


Yield of food grains in thousands of tons 

in British India 



(excluding Burma) 


Increase 



1929-30 

1939-40 

or Decrease 

Hiec 


25,460 

24,550 

— 

Wheat 


8,925 

8 925 

Stdtionaiy 

Bailey 


2,293 

1,981 

— 

Jowar 


5,050 

4,512 

— 

Bajra 


1,998 

2,020 

+ 

Maize 


2,409 

2,118 


Gram 


2,975 

3,075 

+ 


Total 

49,110 

47,191 

— 4 per cent 


IN V Sovani. “Population Pioblem in India—A Regional Approach,” 1942 
^Indian Finance, August 7th 1943, p 261 
Indian Finance, August 7th 1943, 262 
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Reading this table in the light of the following corresponding 
table of the acreage under these foodgrains, the situation would 
appear to be even more serious —’ 


Area under food grams in thousands of acres in British India 
(excluding Burma) 

1929-30 1939-40 

Rice 

66,538 

70,101 

Wheat 

24,700 

26,128 

Barley 

7,027 

6,101 

Jowai 

22,742 

21,677 

Bajia 

13,291 

13,362 

Maize 

6,330 

5,766 

Gram 

11,255 

11,690 


Comparing the yeild of wheat with the acreage under wheat, 
we find that in this decade the acreage shows a considerable m- 
ciease, whilst the yield remains the same In the case of rice, 
whilst the acreage has increased, there has been a decline m 
yield When we remember that rice and wheat are the most 
important elements in the diet of the people, the decline in the 
yield poi acre may well be regarded as a matter for grave con- 
cei n ® 

These conclusions are confirmed by another source of evi¬ 
dence collected by Sir John Megaw who undertook an elaborate 
enquiry in 1933 in connection with public health aspects of village 
life in India A questionnaire was distributed among several hun¬ 
dred village doctors in villages selected from every province oL 
Biitish India The enquiiy revealed that the average size of an 
Indian family was just about 5 5 The report drew attention to 
the fact that the conclusions would have been more unfavourable, 
if the enquiry had been undertaken by men with European ex¬ 
perience In many cases in which the food supply was reported 
to be sufficient, evidence in reply to other questions indicated that 
this was far from being the case But even on the low standards 
adopted by the doctors, the enquiry revealed that only 39 per 
cent of the people were well-nourished, 41 per cent poorly nour¬ 
ished and 20 per cent were badly nourished Bengal with its 
densely populated villages had 47 per cent poorly nourished and 
31 per cent badly nourished The position was still worse in 
Bihar and Orissa, where 60 per cent of the villages were densely 
populated 

The conclusions of the Medical Survey are significant (1) 
India has a poorly nourished population (2) The average span of 

ilbld 

.> Dr Burns in his note on ‘ Technological Possibilities of Agricultural Develop¬ 
ment in India “ states that the production of food has lagged behind the rapid 
growth of population during the last three decades, and that although there is a 
slightly rising trend in acreage from 1927-28 to 1940-41 there is no general rise in 
food production 
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life IS less than half of what it might be (3) Periods of famine or 
scarcity of food have been occuring in one village out of every 
five during a ten-year period in which there has been no excep¬ 
tional failure of the rains (4) In spite of the excessively high 
death rate, the population has been increasing much more rapidly 
than the output of food and other commodities “ It is clear,” 
said the Report, “ that the growth of population has already begun 
to outstrip the increase m the production of the necessities of 
lite, so that even the existing low standards of economic life 
must inevitably become lower still, unless some radical change is 
brought about The outlook for the future is gloomy to a de¬ 
gree, not only for the masses of the people who must tace an 
intensified struggle for bare subsistence, but also for the upper 
classes whose incomes depend on the production of surplus of 
crops and other commodities If the entire produce of the soil 
IS needed to piovide for the urgent needs of the cultivators, 
nothing will be left for the payment of rents or revenue, nothing 
to exchange for other commodities or even for the purchase of 
railway tickets, and the whole social structure of India must in¬ 
evitably be rudely shaken if not completely destroyed ” ' 

If it IS suggested that during the last few years, the ‘ grow 
more food ’ campaign has substantially increased the acreage 
under food crops and the total production of cereals, we have 
to remember that there were over 500,000 refugees not to speak 
of war prisoners, and, a phenomenal number of foreign troops 
in India There were huge armies to be maintained and men in 
military service required and actually consumed more food than 
civilian workers The price of food has risen far beyond the 
general use in the level of wages The war, therefore, instead ot 
improving the situation with regard to the consumption of food 
in India had made it worse - Two years after the end of the war 
the situation has not improved Rationing is continued only in 

^Quoted by Shiva Rao, in ‘The Industrial Worker in India ' pp 61-62 

-Mr J D Tvson (Secretai-y Education Health and Land Department), in the 
Legiblatlve As&einblv meetinR on slth November 1944 gave the following 11gure<: 
The total acreage under all food grains in the three years before the war was 195 
million acres After two years progress of the Grow More Food campaign it was 
206 3 million acres The aiea under rice increased from 74 to 80 million acres In 
1943-44 The pre-war average of all food grains yield was 55 million tons It 
increased to 61 million tons in the second year of the campaign The rice produc¬ 
tion, however declined to 24 8 million tons from 26 5 (the three years pre-war 
averase) in the first year of the campaign In spite of the increase in area by over 
a million acres, "owing to natural calamities ” but increased to 30 6 million tons in 
the second year of the campaign The yield of rice is the highest on record It is 4 
million tons over the production of the pre-war period and it is twice the figure we 
used to import from Burma ” (Indian Information, December 1st. 1944) And yet 
in the very year 1943 to which the same official organ refers, Bengal passed through 
a famine which took a toll of 3 1 million lives according to the report of the Anthro¬ 
pological Department of the Calcutta University, not to speak of famines in other 
pans of India like Bijapur, Cochin and Travancore The subsequent outbreak of 
epidemics, recorded or unrecorded, was only the aftermath of famine 
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a few ui ban centres Decontrol has not resulted in the increased 
supply of foodgrains Prices still continue to soar Due to lack 
of co-operation on the part of the public controls have ended as 
miserably as decontiols 

Nutrition Problems 

In the last twenty years, more than 50 surveys have been 
made of the diet of the people in different parts of India and 
those surveys show more or less uniform results These surveys 
show that rice is the staple food in Madras, Bengal, Assam, Bihar 
and Orissa 90 per cent of calories of peasant diet are derived 
from rice Green leafy vegetables per day in the families 
studied were one-third of an ounce per “ man value ” One-half 
of the families drank no milk 28 per cent drank more than one 
ounce per head per day Animal protein taken m was very low 
The average total calories were found to be insufficient to meet 
normal requirements 

Allowing a basal metabolic late of 54 calories per hour, ex¬ 
pected foi average height and weight, and 8 houis’ moderately 
hard work, we get, wc arc told, the following total normal re- 
quiicmcnts — 

('Alonrs 


S houis '54 Ldloiies 432 

f? hours woik at 180 cdlouei, 1,440 

8 houis sitting at 86 caloucs 668 

Total 2 ISO 


It was also found as the lesult of these suiveys that women 
and children get a lowei proportion of the calories of the family’s 
food than is allowed by the League of Nations’ Scale ‘ 

Some Surveys 

A diet survey of some families and institutions in Calcutta 
was made by Drs Wilson, Bashir Ahmad and D N Mullick, in 
1936 It included ten middle class Bengali Hindu families, a 
male hostel and two orphanages The survey showed that all 
the diets analysed fell below Western standards They were all 
round deficient diets The deficiency was marked in certain dir¬ 
ections, namely, animal protein, animal fat, dairy products and 
calcium These deficiencies were more marked in the children’s 
institutions The doctors observe, “ Assuming that the Western 
standard is not rigidly applicable in India and this is probably so 
in the case of fat, the degree of divergence between the figures 
collected here and the accepted standard is too great to be dis¬ 
missed, as falling with the range of what constitutes a good 
diet or what the human species can adapt itself to” 'They 
■ Marrack ‘ Food and Planning.” 1942, p 115. 
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arrived at the following conclusion “ (1) The diets analysed 
in this survey are poor in total -animal iprotein, total an 
mal fat, calcium, and to a lesser extent phosphorus (2) The 
minimum cost in Calcutta at current prices today of a diet which 
approaches to within a reasonable degree the Western standard 
IS somewhere in the region of annas 4 4 to 5 6 per man value per 
day Under present conditions, this is beyond the means of 
most The doctors pointed out that an increase in the con¬ 
sumption of milk products would improve the diets and would 
be the easiest to introduce and in the long run the cheapest 
They also recommended increased consumption of ata in the 
rice-eating districts 

Similarly, Drs Aykroyd and Krishnan ol the Nutrition Re¬ 
search Laboratories at Coonoor undertook diet surveys in South 
Indian villages in 1936 They investigated into the diet of 44 
families including 274 persons over a period of 20 days They 
divided the families into four groups, and they found that t^-e 
calorie intake in groups I and II was definitely insufficient, and 
in group III, though the mean approached the standard require¬ 
ment, it concealed undernutrition in a considerable proportion 
of families They found, therefore, that one-third to one-half of 
the group of 44 families studied did not consume enough food 
during the period of investigation They also found ]udging by 
conventional standards that the protein and fat intake was low 
There was a complete absence of protein and fat of animal ori¬ 
gin The calcium intake fell below conventional requirements 
in groups II, III and IV Drs Aykroyd and Krishnan observe, 
“ It IS difficult to say how far the families studied were typical 
of South Indian peasants in general It is clear that if group 
I, which may without exaggeration be described as half-starved, 
is representative of a large group, the problem of malnutrition 
in South India is more serious than has yet been realised 

Another survey connected with the state of nutrition of 
school children in South India carried out by Drs Aykroyd and 
Rajagopal revealed that in South India the diet of school child¬ 
ren IS so inadequate in quality, judged by generally accepted 
standards, that diet deficiency must far outweigh other factors as 
a cause of malnutrition Out of the 1,900 school children in three 
South Indian towns who were the subject of investigation, 14 per 
cent carried symptoms of food deficiency disease 6.4 per cent 
showed phrynoderma, 9 2 per cent angular stomatitis and 3.8 per 

^Indian Journal of Medical Research, Vol XXIV 1936-37, pp 171-2 

‘Indian Journal of Medical Research, Vol XXIV. 1936-37, pp 667 et sea 

35 
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cent Bitot’s spots It was also observed that children living in 
the temperate climate of Coonoor had no advantage as regards 
physique over children living in the tropical climate of Mettu- 
palayam and Calicut ^ 

Dr Marrack in a recent work gives us the following table 
showing the chemical composition of Indian diets and also the 
percentages of children with evidence of vitamin deficiency —- 


Calorics and Gm of Protein Fat and Calcium In Indian diets 
per “man value” per day 



Caloiies 

Protein Animal 

Fat 

Calcium 

South India, Trichinopoly 

2,399 

62 7 

protein 

26 9 

0 31 

Assam Coolies 

2,181 

58 8 

27 

12 0 

0 173 

Nilgins Tea Plantation 

2,140 

43 

— 

18 0 

9 19 

Tiavancore „ 

2,380 

32 

— 

210 

0 46 

Paharis 

1,368 

37 3 

0 

3 5 

0 16 

Santals 

2,178 

76 0 

1 7 

13 0 

0 47 

Calcutta, Well-to-do 

2.787 

94 0 

47 7 

86 5 

0 79 

Hindu, urban Punjab 

2,319 

69 8 

99 

49 2 

0 77 

Hindu, rural 

2,720 

814 

85 

53 1 

0 81 

Sikh, urban 

2,776 

87 9 

16 0 

59 2 

100 

Sikb, rural 

2,904 

89 4 

130 

58 6 

0 99 


Per cent of Children with Evidence of Vitamin Deficiency 

Bitot s Angular PhrynodermaXeroplo- 
spots Stomatitis thalmia 


Mayanur (S India) 

38 

66 

03 

_ 

Coonoor (S India) 

2 1 

87 

86 


Calcut (S India) 

82 

10 1 

05 

— 

Assam Coolies boys 

24 

very few 

\ ery few 

15 0 

Calcutta Well-to-do boys 

0 

0 

0 

0 

Santa 1 boys 

— 

15 

68 

3 1 

Paharia boys (Punjab) 

Balanced Diet 


0 

27 8 

28 


Attention is also being directed in oui times to the neces¬ 
sity of a balanced diet Sir Robert McCarrison has shown by 
patient study how the stamina and physique of rice-eating popu¬ 
lation of Bengal and Madras are far below those of the North¬ 
ern people who live on wheat, milk, vegetables, fruit and meat 
Dr Aykroyd enables us to compare a typical “ ill-balanced ” 
Indian diet with a well-balanced diet which approaches, closely 
the League of Nations’ standard — 

Ounces per consumption unit per day 
Food Ill-balanced dletWell-balanced diet 


Cereal 23 ’ 7 

Pulses 0 5—1 “i 3 

Milk none or negligible 8 

amount 

Leafy vegetable 0 5—10 2 

Non-lealy vegetables 2 0—50 4 

Fruit negligible 2 

Vegetaole Fats & Oils less than 10 2 

Fish, Meat and Eggs 0 5—10 


2—3 if no 
milk IS included 
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Approximate Chemical Composition (assuming the cereal to be milleil rice> 
Ill-balanced diet Well-balanced diet 


Calories 
Protein (G) 

Fat (G) 

Calcium (G) 
Phosphoius (G) 
Vitamin A 
Vitamin C (M G ) 


2,600 

55 

25 

0 025 
0 90 
1,100 
60 


2,600 
80 
70 
10 
1 20 
3,000 
150 


Both the diets have the same calorie content 2,600 calories 
represent approximately the daily eneigy requirements of an 
Indian male But the more varied well-balanced diet contain¬ 
ing less cereal, and more of everything else, is infinitely more 
satisfactory in quality Dr Aykrovd maintains that whereas the 
ill-balanced diet will cost Rs 2 to Rs 3 per adult per month, the 
cost of the well-balanced diet may be established at Rs 4 to Rs 6 
per adult per month Taking a family to consist of four, the 
annual expenditure on a satisfactory diet will be Rs 240, and 
more if allowance is made for 8 ounces of milk daily on the part 
of the children 

If we compare these figures with actual income levels in 
India, so far as they can be ascertained, the income of some of 
the wage earning groups in industries and in urban areas falls 
below the standard laid down by Dr Aykroyd In the case of 
agricultural families, it is difficult to determine the real income 
on a monetary basis A number of attempts have recently been 
made to assess agricultural incomes in terms of money in village 
groups In Bengal, the average total annual income per family 
has been estimated at Rs 150 Dr Aykroyd himself suggests 
Rs 100 per year as the family income in a group of very poor 
rural families in Madras The Punjab Public Health Depart¬ 
ment in “ an inquiry into diets ” in 1939 arrived at a figure of 
Rs 125 in families in the Kangra Valley The Closepet Health 
Training Centre in 1935 undertook an analysis of ne^ income per 
family in a rural area in Mysore with a population of about 
50,000 The survey included 11,142 families giving a membership 
of about 5 to the family — 


Number of families 

Percentage of all 
families 

Family income 
pel month 

2,597 

23 3 

Rs 0—5 

3,417 

30 7 

5—10 

2,344 

210 

„ 10—15 

1,142 

10 3 

„ ’5—20 

968 

87 

„ 20—30 

559 

50 

,. 30—40 

115 

10 

„ 40—50 
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In 53 to 54 per cent of the families, the estimated annual 
income of the family was below Rs 120 A well-balanced diet 
of the kind indicated by Dr Aykroyd is evidently far beyond the 
means of a large section of the population The analysis of 
hudgets of working class families in cities and of agriculturists, 
liiat we have given in the sections on industries and agriculture, 
bears out the view that a large proportion of the Indian popula¬ 
tion in towns as in the villages are underfed 

Dr Aykroyd in an article contributed to the Indian Journal 
of Social Work referring to the problem of nutrition in India 
quotes from a document bearmg on England in 1935 “Amongst 
the lowest income groups are still some who suffer from actual 
hunger Immediately above is a much large group estimated to 
cover between 20 and 25 per cent of the population, who can 
afford enough food to fill their bellies, but cannot afford a diet 
of the type and quality now known to be essential as a safeguard 
against malnutrition and disease On the next step upward 
comes another large group which commands enough purchasing 
power to obtain an adequate diet for the whole family, provided 
that this purchasing power is spent on the lines suggested by the 
Report of the British Medical Association Committee on Nutri¬ 
tion ” 

The same groups exist in India, as Dr Aykroyd points out 
But the proportion of population falling into each is very differ¬ 
ent The lowest group includes a much greater percentage It 
IS impossible to estimate accurately the percentage of population 
in India which “ suffers from actual hunger ’’ But “ certainly it 
is a large one,” states Dr Aykroyd Over 70 diet surveys of 
groups of families, both urban and rural, “have been made in 
various parts of the country within recent years, and in about 
30 per cent of the groups, average daily calorie intake per con¬ 
sumption unit was below 2,300, that is, below any reasonable 
standard of requirements In various surveys in villages and in 
industrial areas, an approximately similar proportion of families 
was found to be underfed by the same standard These observ¬ 
ations cannot legitimately be generalised into a statement about 
the extent of undernutrition in India, because the sample of the 
population—about 1,500 families—investigated was small, and 
cannot in strictly statistical sense be taken as typical of the coun¬ 
try as a whole But there can be no possible doubt that many 
millions in India never get enough food to eat, and this fact is 
of fundamental importance in connection with agricultural 
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policy Enough food takes precedence over the right sort of 
food ” ^ 

We have in the next place, the group which can afford 
enough food to fill their bellies but cannot afford the diet of the 
type and quality now known to be essential as a safeguard 
against malnutrition and disease This includes the classes 
whose diet resembles the ill-balanced diet, costing Rs 2 to Rs 3 
per consumption unit per month A proportion higher than 10 
to 25 per cent of the population of India falls into this category, 
though it may be difficult to arrive at any precise estimate 

Dr. V. K. R. V. Rao on Diet 

Dr V K R V Rao m an article contributed to Sankhya in 
1938 examines the problem of food supply in India, from the 
point of view of standard requirements rather than, as Dr Ayk¬ 
royd does, with reference to requirements based on the exist¬ 
ing food supply Taking the figures for the gross output ot food¬ 
stuffs in 1931-32, and deducting the quality of foodgram required 
for seeds, for consumption by cattle, and the quantity exported, 
and making allowance for the loss due to husk, he arrives at the 
net output available for human consumption in British India 
The quantity of foodstuffs available per head of population, with¬ 
out taking into account differences due to age composition or 
unequal distribution of income, according to these calculations, 
amounts to 1 8 lbs per day In order to arrive at a proper esti 
mate of the adequacy of the nation’s food supply, it is necessary 
to take into account the food available per adult equivalent of 
the population rather than that available per head In 1931, 
there was a total population of 271 5 millions in British India. 
This propulation can be regarded as equivalent to 202 7 million 
adults from the point of view of normal food requirements On 
this basis. Dr Rao calculates 2 4 lbs as the quantity of food 
available per adult equivalent made up as below —- 


Cereals including pulses 

1 12 lbs 

Vegetables and Fruits 

55 „ 

Milk and Milk products 

49 „ 

Vegetable Oil 

03 „ 

Sugar 

12 „ 

Fish and Meat 

07 „ 


The value of this supply in terms of proteins, fats and carbo¬ 
hydrates is compared in the table that follows with the require¬ 
ments for a standard diet as laid down by the British Medical 

»“Problem of Nutrition m India” in Indian Journal of Social Work, December. 

1941 

^Sankhya, Vol IV, Part 2, pp 183, et seq 
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Association in their Report on Nutrition, as also on the scale 
suggested by Sir Robert McCarrison in his book on “ Food ” •— 

Net quantity Difference in 

available per Quantity Required quantity 
Description unit (after As per As per As per As per 

allowing for B M A Me- B M A Me Car- 



waste at 

scale 

Garrison’s scale 

rison’s 


10%) 




scale 

1st class proteins (m gms ) 

13 5 

50 0 

47 5 

—36 5 

—34 0 

2nd class proteins (in gms ) 

45 0 

50 0 

47 5 

— 50 

— 25 

Fats (in gms ) 

30 6 

100 0 

85 0 

—69 4 

—54 4 

Carbohydrates (in gms ) 

444 6 

500 0 

405 0 

—55 4 

+39 6 

Calorified value 

2.347 

3,390 

2.820 

—1.043 

—473 


The amount of food available per man units is thus short of 
the amount necessary for keeping an adult in good health and 
efficiency There is a grave deficiency of proteins of animal 
origin, and there is not even a surplus of 2nd class 
proteins, or proteins of vegetable origin, to cover up the 
deficiency The maximum amount of animal proteins 
available per man unit of the population is 69 per cent 
less than the standard amount laid down in the British 
Medical Association scale The actual deficiency is greater, 
as no account is taken of the milk needs of growing child¬ 
ren below 14 years of age in the matter of animal protein In a 
country like India, where preference for a vegetarian diet is so 
strongly ingrained in the people, one would expect the consump¬ 
tion of milk per head to be much higher than in countries with 
flesh eating population 

Dr Rao is optimistic about increasing the future output of 
milk in India, as there are no less than 15 million cow-buffaloes 
and 38 million cows, whose milk yield can be increased by in¬ 
creasing fodder resources and improving the breeds Whether 
such optimism is justified so far as the immediate future is con¬ 
cerned or not. Dr Rao’s article calls attention to the gravity of 
the problem of food supply and the poverty of the people 

The Milk Problem 

Coming, in the next place, to the consumption of milk, the 
total output of milk is estimated at 700 million maunds This 
figure may be increased by 15 per cent, say to 800 million maunds 
as the lower figure represents only the hand-milked yield. The 
table on the next page gives us a comparative view of total pro¬ 
duction of milk and the estimated production and consumption 
per head of a few countries — 
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Total produc¬ 

Human 

Daily prff- 

Daily con¬ 

Country 

tion of milk 

population 

duction per 

sumption 

(1930-34) 

in 

head of 

per head of 


million gallons 

thousands 

population population 
in ounces ir ounces 

New Zealand 

870 

1,559 

244 

56 

Sweden 

980 

6,233 

69 

61 

Finland 

620 

3,666 

74 

63 

Canada 

1,580 

10,377 

66 

35 

USA 

10,380 

122,775 

37 

35 

Great Britain 

1,474 

45,266 

14 

39 

India 

6,400 

352,838 

8 

7’ 


India thus occupies the lowest place among the countries 
which we have mentioned, similar information being not avail¬ 
able for tropical and Eastern countries A country like Great 
Britain is able to import sufficient milk products to raise the 
consumption to an adequate scale - 

Milk IS a foodstuff of particular importance in a country in 
which the diet is predominantly vegetarian and the consumption 
of meat very small A large percentage of the population avoids 
flesh food and eggs on religious grounds The majority, how¬ 
ever, aie prevented from using meat and eggs on account of 
their poverty and the relative scarcity of such foods The aver¬ 
age Indian diet is thus relatively deficient in proteins of high 
biological value and the food factors, for example vitamin B2, 
which are usually found in association with proteins of this 
nature The value of milk for children is recognised even by 
the illiterate classes But over large parts of the country, whole 
milk IS scanty and beyond the reach of the poor * 

The estimate of 7 ounces daily per head of milk consumption 

15 a very rough estimate based on average milk yields and 
lactation periods of Indian cattle A survey of the food consump¬ 
tion of tenant cultivatois in Western Punjab, where details of 
milk consumption available for 39 families were obtained, shows 
an average daily per capita consumption of 5 ounces It must 
be remembered, however, that in these families 6 ounces of ghee 
was daily taken, and also butter-milk, a popular beverage, must 
have been included in the diet This would bring the total milk 
equivalent to 14 ounces per head per day Similar figures from 
the Sialkot District of the Punjab show a consumption of about 

16 ounces per head per day, including curds and ghee. On the 


iThis fl^rure (6 6) was based upon the population figures of 1931 census and 
cattle census of 1935 The second edition of the Report on the Marketing of Milk 
in India brings out the dlsresslng fact of the fall in per capita consumption of milk 
by 12% in recent years The revised figure of per capita consumption of milk based 
on 1941 census of population and 1940 cattle census is 5 9 ounces 

a Dr Wright’s Report on the Development of the Cattle and Dairy Industries of 
India, 1937, p 1 We are Indebted to this report for a considerable part of this 
section. 
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other hand, in a dietary survey m South Indian villages carried 
out by Aykroyd and Krishnan, milk products were found to 
be entirely absent from the diet of 31 out of the 44 families in¬ 
vestigated, while the average milk consumption of the remain¬ 
ing 13 families was less than 3 ounces per day This was supple¬ 
mented by curds and ghee equivalent to little over 4 ounces of 
milk This would give us an average of 2 ounces per head per 
day for the 31 families 

It is also found that the consumption of milk and milk pro¬ 
ducts is lower in urban than in rural areas An enquiry conducted 
in nearly 2,500 working classs families in Bombay City by G 
Findlay Shirras showed that the quantity of milk consumed per 
head per day was less than half an ounce This was supplement¬ 
ed by 0 05 ounce of ghee A similar enquiry among 87 families 
of jute mill workers in Bengal gave a daily consumption of just 
under one ounce of milk and 0 10 ounces of ghee The following 
tables which we obtain from Dr Wright’s report are of inter¬ 
est — ’ 


Milk Production and Consumption by Provinces 


Province 


Daily production Daily consumption 
per head in ounces per head in ounces 

Assam 


1 4 


22 

Bengal 


3 1 


1 9 

Madras 


36 


16 

Bombay 


47 


40 

U P 


47 


50 

Cential Provinces 

61 


08 

Bvhai and 

Onssa 

64 


32 

Punjab 


18 3 


99 

Milk Consumption in Certain Municipalities 




Consumption per day 

in ounces. 

Province 

Municipality 

Milk 

Ghee 

Other milk 





products 

Bengal 

Kharagpur 

3 1 

0 24 

0 29 

Madras 

Madras 

14 

0 18 

0 10 

Bombay 

Surat 

6 1 

0 75 

0 35 

U P 

Lucknow 

1 4 

0 34 

0 27 

U P 

Agra 

1 4 

0 34 

0 67 

C P 

Jubbulpore 

09 

0 28 

0 01 

Bihai 

Bhagalpur 

05 

0 08 

0 19 

Punjab 

Lahore 

20 

0 40 

0 01 

Punjab 

Amritsar 

73 

1 25 

2 61 


In determining the minimum per capita requirements of the 
population in the shape of milk and milk products in India, it 
must be remembered, as we have already stated, that most of 
the population lives on a vegetarian diet and that milk is fre¬ 
quently the only available source of first class protein. In view 
of the importance of milk as the source of protein, the quantity 
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necessary per day can best be calculated on the basis of protein 
requirements. According to European standards, an intake of 
100 grams of protein per day, of which one-third roughly should 
be first class protein, is necessary Dr Aykroyd puts the re¬ 
quirements at 65 grams of total protein Using the two stand¬ 
ards for calculating milk requirements. Dr Wright gives us the 
following figures — 

European Standai d Indian .Standard 

Daily requirement ot first class 

proteins per head 3'^ gms ’ 6 gnis 

Amount of milk needed to supply 
this quantity of proteins 1 000 gms 4.10 gms 

Oi a daily intake of 35 ouucc‘ 15 ounces 

It Will thus be seen that the minimum Indian requiiements 
are at least double the quantity of milk at present available in 
the country The value of milk as a “ protective ” food should 
not be lost sight of It has been said that with a vegetariaii diet 
derived from a very limited variety of foodstuffs, there is a 
serious risk of a deficiency of both minerals and vitamins An 
increase in the consumption of milk would correct to some 
extent the present deficiency of protective elements in Indian 
dietaries It is thus essential that the production of milk in India 
should be doubled at least to provide the minimum requiie¬ 
ments of our population Such an increase in production would, 
however, fail to achieve its object, unless the price of milk could 
be reduced or the income level of the population could be raised 

Drs Aykroyd and Krishnan, in the paper contributed to the 
Indian Journal of Medical Research to which we have already 
referred, stress the importance of liquid skimmed milk particu¬ 
larly for children They point out that in the cost of food sup¬ 
plied in Mission Hostel with which they were familiar whole 
milk could not be supplied when account was taken of the fact 
that its cost could not exceed Rs 3 per child per month They, 
therefore, urge the need for popularising the use of skimmed 
milk products as the cheapest food which could effectively sup¬ 
plement the South Indian diet They observe that at average 
South Indian prices, re-constituted skimmed milk would cost 
about one-third the price of similar quantity of whole milk 

Deficiency Disease 

It has been observed that as rice forms such a large propor¬ 
tion of the diet of the people deficiency of the vitamin D1 in the 
rice eaten is not made up from other sources, with the result 
that ben-ben is prevalent particularly m towns In 1931, the 
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number of cases treated was 16,966 of which 11,593 were in 
Madras and 3,203 in Bengal Sir John Megaw’s Report stated 
that rickets was far more prevalent in Bengal than elsewhere as 
a disease caused by deficiency in the diet The total number of 
cases in India of rickets was 2 3 million in 1933 Night blind¬ 
ness, another diet deficiency disease, was extremely common m 
the U P and claimed 3 6 million victims The population of 
India IS said to be highly susceptible to tuberculosis “ Tubercu¬ 
losis”, Sir John MeGaw observes, “is a disease which has very 
special importance in India for the reasons that (1) it is likely 
that many villagers have never come m contact with infection 
and therefore are virgin soil on which the disease is likely to 
thrive, (2) the infection is being steadily spread from the large 
towns to the villages, (3) the disease constitutes a reliable index 
of the standards of life which prevail in countries m which it 
has become established for long periods of time , it spreads 
rapidly amongst ill-nourished and badly housed population, and 
correspondingly diminishes when the people are well-fed, well- 
housed and cleanly m their habits ” ’ 

Population and Nutrition Problems 

It has sometimes been stated that India is laigely self- 
sufficient in food supply Such a statement, however, may well 
be challenged under present conditions Even in normal years, 
it IS a truism that the food supply of India, with the addition of 
large imports of rice from Burma, is not sufficient for our re¬ 
quirements in the sense that our population is properly fed The 
diet of large sections, as we have seen, is deficient in quantity 
and quality There is very little margin of safety to allow for 
further restriction It is difficult to estimate how serious the 
food shortage is or is likely to be m these years of war The 
Member for Education, Health and Lands in July, 1942, esti¬ 
mated the net deficit tor 1941-42 at 2 million tons of rice and 
400,000 tons of wheat The Food Production Conference which 
met in Delhi in April, 1942, recommended that “ as an insurance 
against the shortage of staple foods, and with a view to improv¬ 
ing the nutrition of the people, all available lands adjoining 
homesteads should be used for the production of vegetables and 
quick growing fruits, such as papayas, bananas, melons and green 
fodder crops for increased production of milk 

* Quoted by Shiva Rao op cit 75 

3 The tragedy of the Bengal Famine of 1943 did shake the complacency of the 
British Government and a positive food policy was thought out by the Food Depart¬ 
ment The Food Member, Sir J P Srivastava, in a debate m the Central Legislative 
Assembly on November 2nd 1944, informed the House that he proposed to set up 
in the Food Department a food planning section with a view "to study the whole 
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The importance of nutrition research problems has been 
slowly recognised in India The cause of malnutrition is un¬ 
doubtedly to be sought in ignorance, poverty and in the pressure 
of population on the soil It may be said that no amount of re¬ 
search in the problems of nutrition — on food values and the 
causes of deficiency diseases — will enable the poverty-ridden 
population of this country to obtain a proper diet But in order to 
solve a problem it is necessary to study its nature Knowledge of 
the nature and short-comings of Indian diet is an essential preli* 
minary to positive measures for improving the diet The develop¬ 
ment of agriculture, the nature of the crops to be raised, the 
determination of the quantity and quality of the cereals, of vege¬ 
tables and fruits, of milk and milk products required for a bal¬ 
anced diet of the population, in the last resort depend on nutri¬ 
tion research And if there is to be a social purpose underlying 
the future food production of India, that purpose presupposes the 
knowledge of diet values 

Finally, national food planning during the war has revealed 
the possibilities of food planning in times of peace, for health 
and well-being of nations The industrial manufacture of vita¬ 
mins at a low cost has come within the range of practical action 
In England today pure synthetic vitamin B is being added to re¬ 
fined wheat fiour to bring its nutritive value nearer to that ot 
whole wheat Considerable discussion is taking place in the 
USA about the value of fortifying foods with synthetic vita¬ 
mins Similarly, elements like calcium and iron can be admin¬ 
istered in capsules as an addition to the diet The cost of pro¬ 
duction of such synthetic products is even now not very great 
A few factories might produce vitamins at a low cost And if 
malnutrition can be tided over by national planning of a bal¬ 
anced diet, any expenditure, however large, can amply repay 
itself in the health, the efficiency and the revitalisation of our 
population, equipped for ever greater production, not with a 
view to accumulating profits in the hands of a few, but for the 
provision of opportunities for leisure for creative activities and 
appreciation of the values of life 

Any one who takes an objective view of present conditions 
in India will be struck by the fact that with food resources that 

question of a long range food policy and a planned development of food economy 
in India so that in post-war In^a the people of this country could look forward to 
having more food, better food and balanced food ” (Indian Information, November 
15th, 1944) This was a welcome change in Government policy The steps taken by 
the Government, like the basic plan, gram procurement policy and the extension of 
rationing were all war tune measures necessitated by the deterioration in the food 
situation, which were not calculated to solve satisfactorUy the food problem of our 
country 



556 OUR ECONOMIC PROBLEM 

are inadequate for the needs of a growing population, with an 
ill-balanced diet, accompanied by a lack of purchasing power 
due to gross inequalities in the distribution of income, the popu¬ 
lation of India IS a population with low vitality, liable to suc¬ 
cumb even to preventible diseases With a population inefficient 
in productive powers, many of them cut off in the prime of life, 
when their contribution to the national income is at its maxi¬ 
mum, with potential resources amply adequate even for our 
present overgrown numbers, what we need is planned economy 
for our agricultural production, backed by our national resources 
for the maximum utilisation of our land Thus alone, shall we 
be able to bring within the reach of all an adequate and a nour¬ 
ishing diet, saving the masses from the inroads of disease and 
starvation, and building up with the lapse of time a healthier 
and happier generation 


CHAPTER XXXI 
PLANNING FOR FUTURE 

Introduction 

When we look to the enormous potential resources which 
we possess, we ask ourselves if, given adequate and proper plan¬ 
ning, we cannot raise this country to the status of a prosperous 
nation providing its millions with the means of comfortable 
existence This country with its past culture and its sense of 
values need not enter into that competitive struggle for the 
capture of markets, which has marked the industrialised countries 
of the world in the past But it can look forv/ard to a manysided 
development of the life of its people based upon an abundance of 
the things, which they may leasonably require and for which 
Providence has richly endowed the country India possesses a 
vast population supplying the labour power, it has ample lanrl 
resources awaiting cultivation; it has skill and enterprise; if 
adequate capital resources are lacking they can be created by 
human devices If India, alone, under British rule in the past 
showed no signs of progress and prosperity, in marked contrast 
to the rapid progress of other parts of the Empire, the reason may 
be found in the maladjustment of our resources to the other 
factors of production For, the development of these resources 
to the point of their maximum utilisation demands a policy that 
aims at securing a balanced economic organisation in which 
capital, labour and the endowments of nature can be adjusted to 
each other in proper measure We have reached in the evolution 
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of knowledge a stage in which by social control and management 
we can increase or decrease the quantities of labour and capital, 
so as to adjust them to the resources available to us in our geogra¬ 
phical environment A free India of the future is capable of 
accomplishing what an India as a dependency has failed to 
accomplish By a co-ordinated administration of our national 
resources, we may succeed in raising India, not to a dominating 
position with the greed of imperialistic ambitions and with an 
urge to aggression through economic warfare and arnaments, but 
to the status of an equal amongst equals in the woild 

We are fully aware of the difficulties that face this country. 
The soil that has not been cultivated so far may not be responsive 
to human efforts, there may be a comparative lack of initiative 
and organisation for large-scale production, established social 
traditions and institutions may hamper the prompt recognition 
of new trends But the second world war in which we were in¬ 
volved has made it ^osslble for us to recognise the potential 
resources of a government which can bring modern science to 
bear on economic problems The modification of established 
precedents m the interests of a higher purpose, in methods of 
administration, the subordination of private to public interests, 
the facility with which necessary talent can be recruited, the 
unification of command with a precise plan behind it—all these 
which are products of military emergency may well be retained 
in times of peace by the Government for the closer integration 
of our social and economic life The revolutionary development 
of our social and economic life which faces us now will require 
all the industrial and financial resources, and the resources of 
labour and scientific technique which this country can command 
combined with a sense of uniting power and responsibility on the 
part of those who will be in charge of our national destinies But 
above all, we shall require men and women in this country who 
will think not only in terms of efficiency and mechanisation, but 
in terms of the culture and values that promote human happiness 
and enable men to live more richly and abundantly The future 
has promise, it is for the men and women, for the leaders of 
thought and opinion, to see that we can build even greater than 
we hoped for 

Planning in Agriculture 

When from these wider considerations, we turn to the 
question of planning our economic life in some detail, in the 
light of the agricultural and industrial survey of our problems 



558 OUR ECONOMIC PROBLEM 

as revealed in the preceding discussions, the first and dominant 
element in planning is our agriculture When we ask what is to 
be the objective behind our planning in agriculture, let us, in the 
first place, remember that we have conditions in India favourable 
to make us self-sufficient in the matter of food The history of 
many of the European countries during the last fifteen years has 
been a history of giving the greatest possible encouragement to 
agricultural production, to render themselves as independent as 
possible for foreign imports of foodstuffs Such a policy was 
forced upon the nations owing to the economic and commercial 
isolation of the different countries, due to trade and customs 
restrictions as well as currency policy In countries like Greece 
and Italy, where cultivable land is limited in amount, far-reach¬ 
ing schemes of reclamation of marsh lands have been carried out 
forming new centres of life We in India have still fairly large 
amounts of uncultivated but cultivable land which can be utilised 
for the needs of our growing population Moreover, we have 
not yet by any means reached the limits of intensity of cultivation 
set by present-day technique Hungary, for example, since 1926 
has adopted systematic measures for the dressing of saline lands 
by liming, and by the application of calcareous subsoil, to meet 
her growing needs for food Great Britain in 1937 adopted 
measures to increase the fertility of the land by the addition to 
the soil of lime and basic slags 

The increase in our population in India makes it imperative 
on us to ask ourselves, if we cannot bring up our agriculture to 
a level of efficiency high enough to provide not only for our 
present numbers, but for the demands of increasing numbers. 
Hitherto, the nation’s food supply has remained in the hands of 
those who have no knowledge of the recent developments in 
agricultural technique, and no material resources for bringing 
such knowledge, if they possessed it. to bear upon agricultural 
production Nor was there so far a well-directed agricultural 
policy by the British Government anxious to provide adequate 
food for our growing numbers Agriculture was never seriously 
regarded as a vital industry It supplied a certain amount of 
revenue to Government, it exported raw materials for European 
industries But it never occurred to any one to ask if agriculture 
supplied adequate food for the rural population, or if it helped 
the population to live above the bare margin of subsistence 

We need a national policy and consequential corporate action 
not merely for providing a food supply that is adequate, but a 
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food supply that would avoid malnutrition We need a policy 
based upon research that would secure a quality of food essential 
to health The League of Nations’ Report on the Problem of 
Nutrition pointed out that two discoveries have recently revolu¬ 
tionised modern thinking about health and disease—that of the 
importance of the vitamins to the maintenance of good health, 
and that of the essential connection between the healthy function¬ 
ing of the human body and some twelve inorganic mineral ele¬ 
ments The Committee that drew up the report suggested a 
minimum standard of human diet, and suggested that “Govern¬ 
ments should consider the steps to be taken whether at public 
charge or otherwise, to meet the nutritional needs ot the lower 
income sections of the community, in particular as regards ensur¬ 
ing adequate food supplies, specially safe milk for expectant and 
nursing mothers, infants, children and adolescents, and the needs 
of unemployed and other distressed adults, that everything 
possible should be done to make food supplies available at prices 
within reach of all classes of the community”^ 

The first step towards planned agriculture in India would be 
to adopt measures for increased food production The primary 
emphasis has to be placed on quantity, as a large proportion of our 
population has not enough food But it is not only sufficient food, 
but the right kind of food that we require to correct the dietary 
deficiencies of our people During the last few decades, there 
has been a tendency for commercial crops like jute, cotton, 
groundnuts and oil seeds to increase in volume sometimes at the 
cost of food crops There has been in the past a complete lack 
of any plan We need reliable statistics which would enable us to 
gauge the total food requirements in every province, and as a 
preliminary to production, we need the mapping out of our 
agricultural land in each province accompanied by a proper soil 
survey and a cropping system Land now under the cultivation 
of inferior cereals may be diverted to the cultivation of more 
nutritive ones 

Moreover, every measure that can increase the productivity 
of the soil needs to be brought into operation—rotation of crops, 
green manuring, deep tillage of the soil, introduction of new 
varieties by selection and cross-breeding Use might also be 
made of varieties capable of withholding any natural calamities 
by which the crop might be reduced But all these measures 
particularly in the case of a country like India have to be spon- 

* Quoted in ‘Indian Journal oi Medical Research,' Vol XXIV, p 567 
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sored and brought into operation by State help and under State 
supervision In the West, even in countries where conditions of 
competitive farming exist, it was the State that first intervened 
in the scientific sphere and m the control of varieties Official 
control of seeds has been the precursor of official control of plant 
improvement The allocation of particular varieties of plants to 
particular districts has been carried out by the State in the 
USSR and Greece The organisation for the application of 
scientific research to agriculture is supplemented by the adoption 
of all available means of popularising technical knowledge, keep¬ 
ing agriculturists informed of technical progress It is the 
countries which have acted in accordance with these principles 
which are now at the head of the agricultral movement ^ 

The adoption of intensive cultivation, so as to increase the 
yield from the soil, as we have said so often, presupposes not only 
a Government that subsidises the cultivators, but a Government 
that has laid down a comprehensive policy of agricultural deve¬ 
lopment, which it is prepared to carry out by far-reaching mea¬ 
sures of agrarian reform Such a policy would include realloca¬ 
tion schemes, construction of roads and water supply systems, and 
the spread of agricultural training, fixation of prices, measures 
for increasing consumption, carrying over of surpluses, the 
banning of imports, organisation of markets—all of which are 
elements in a comprehensive planning 

In the next place, it has been said that conditions under 
which crops are grown determine to a great extent their nutri¬ 
tive value If soil, for example, is deficient in phosperous, the 
crops grown on such soil contain a low percentage of this ele¬ 
ment McCarrison found that rice grown on puddle fields had a 
nutritive value approximately 33 per cent less than the same rice 
grown under comparatively try conditions - Land, receiving 
farmyard manure, yields wheat and other cereals of greater 
nutritive value and of higher vitamin potency than those grown 
in fields treated with chemical fertilisers ‘ The problem of soil 
fertility is thus an integral part of planned agriculture 

The agrarian reforms in Central and Eastern Europe adopt¬ 
ed after the depression period involve collective action by the 
State which is not unsuited to a country like ours, where the 
traditions connected with the use of common pasture, woodlands 

' “Conditions and Improvement of Crop Production, Stock Raising and Rural 
Industries ’* (European Conference on Rural Ufe), Geneva 1939, pp 12 et seq 

■' Ganguli “Health and Nutrition In India ” 1918 p 282 

“Influence of Irrigation on the Nutritive Value of Rice ’ in Indian Journal of 
Medical Research, 1928 
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and water sheds, constitute the background favourable to the 
development of collective methods From a nutritional pomt of 
view, the importance of fruits and vegetables is so great, that 
State action may profitably be undertaken for substituting such 
protective foodstuffs on lands either allocated to tea or coffee. 

Equally, if not more important, is the question of land re¬ 
clamation in India In the earlier days, land reclamation 
schemes were undertaken for hygienic or economic reasons 
Sometimes social considerations determined State policy in this 
connection In Italy, for example, the malaria-mfected marshy 
regions like the Pontine Marshes led the Government to under¬ 
take a programme of integral land reclamation in 1928 This 
programme included the supply of drinking water, the construc¬ 
tion of roads and farm buildings, reafforestation and other mea¬ 
sures In view of our increasing numbers dependent on land, 
while we adopt measures for increasing the productivity of the 
soil already under cultivation, our attention should also be de¬ 
voted to land reclamation—a term which we shall use to cover, 
not only land under water or liable to inundation but also all 
that land which is classified as cultivable soil and the land class¬ 
ed as “ not available for cultivation ” Such work can only be 
undertaken by the State as part of agricultural planning Apart 
from the economic and hygienic benefits which land reclamation 
can confer, there are benefits of a demographic and social char¬ 
acter which follow upon such a policy Land reclamation can 
provide work for the unemployed and absorb, in the first in¬ 
stance, some part of the surplus population now living a half- 
starved existence It may also satisfy the land hunger of large 
masses of the people, by making available to them the reclaimed 
land on a large scale Wherever land reclamation has been 
carried out, land values have substantially risen and the returns 
from the land have also generally increased But even if these 
economic benefits do not follow upon a policy of land reclama¬ 
tion, the hygienic and social benefits of such planning would 
justify financial expenditure even on a lavish scale by the State 
We have indicated at length in the eailier chapters of this volume 
that the problems of our agricultural economy can never be 
satisfactoiily solved, except by a frontal attack on all of them in 
a comprehensive manner by a reoriented agricultural policy, in¬ 
volving the abandonment of private enterprise It is rather 
pathetic under the circumstances, to find the Bombay Plan still 
relying on private enterprise for the regeneration of our agri¬ 
culture 
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Planneng for Industries 

But planning is not to be confined to agriculture alone. 
Whilst recognising the potentialities of our agricultural develop¬ 
ment, we have also to take mto account our vast mineral re¬ 
sources, our forest resources and the nature of our raw materials, 
not to mention our skilled and unskilled labour, which make our 
country well adapted to the growth of industries We need not 
dwell on the necessity and desirability of rapid industrialisation 
in our country Industrialisation does not necessarily imply the 
growth of the monstrous combmes and trusts of the USA type 
The development of our hydro-electric power potentialities may 
make it possible for us to enjoy all the benefits of a machine age, 
whilst avoidmg the evils of overcrowding and slums and sweat¬ 
ing, which have hitherto characterised the growth of industries 
in the West We must not forget that the objective behind our 
efforts at industrialisation need not be the capture of foreign 
markets, but the satisfaction of our internal demand for all such 
commodities as we can produce with the resources at our com¬ 
mand Our industrial system today has no settled co-ordinated 
policy behind it It is the outcome of a capitalist organisation 
based on private enterprise, with uneconomic localisation and 
inefficient methods of management What we need is a policy of 
the socialisation of our industries, even as we need a policy of 
the sociahsation of agriculture—aiming at making the countiy 
self-sufficient within the limits of our resources, so that we may 
have a balanced life, with a standard that will make not only for 
health and efficiency, but for that leasure and freedom which are 
the necessary preliminaries to a cultured existence 

If planning in industries is to be brought into operation in 
India, it will require the mobilisation of our capital resources 
through the development of banking institutions Banking 
habits are unknown hitherto to the millions of India, steeped in 
ignorance and unable to read and write Such habits can only be 
fostered by an intensified programme of education, not only of 
the younger generation, but of adults Planned industrialisation 
will also require a clearly defined currency policy, aimed, not as 
it has been in the past at a stabilisation of our foreign exchanges, 
but at providing for the general needs of trade and commerce, 
and at regulating the internal price level from time to time in 
response to the demands of trade and industry Industrial plan¬ 
ning, moreover, cannot be divorced from social planning. If 
economic planning is the conscious co-ordination of a nation’s re- 
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sources to the needs of the people, it must involve a redistribu¬ 
tion of industry, over and above positive control of the profit¬ 
making motive. Dispersal of machme industries amongst scat¬ 
tered towns and villages, so as to avoid the evils of concentration, 
overcrowding and slums, has to become a part, and an essential 
part, of p lanning Such “ decentralisation ” of industry may thus 
become part of a conscious direction of the economic system, if it 
has to face successfully the morbid conditions of our city life, 
and if it is to restore the personal home industry of the country¬ 
side which is absent in the impersonal large-scale productive 
processes of our towns 

Industrial planning in India will have to guard against our 
manufacturers and entrepreneurs, the representatives of finance 
capital who also talk of planning, of the necessity for industrial¬ 
isation, who advocate tariff protection and the development of 
banking facilities, all in the mterests of private enterprise In 
January, 1944, eight leading representatives of big business pub¬ 
lished a “Plan for the Economic Development of India,” popu¬ 
larly known as the Bombay or Rs 10,000 Crores Plan, Part I 
This was followed in January, 1945, by a second part dealing 
with distribution and the role of the State The first part dealt 
with production and the financial implications of the plan Sir 
M. Visvesvaraya, in September, 1944, brought out his own plan 
of “ Reconstruction in Post-War India,” which, he says “ has the 
support of the great majority of leading businessmen in prac¬ 
tice ” This tendency of planning by capitalists is a new war-time 
tendency common to a number of capitalist countries, and has 
far-reaching consequences which are of vital importance in a 
country like ours which has vast potential resources hitherto un¬ 
developed Planning within the capitalist economy is only a de¬ 
vice of the vested interests to preserve the status quo as far as 
possible, by giving promises of full employment, freedom from 
want, and other slogans of the same species. It is an attempt to 
bolster up the myth of private enterprise turning sand into gold 
The Beveridge Plan, for example, may be, for ought we know, a 
repetition of the old Roman device of keeping the Plebians con¬ 
tented by games and bread The authors of our Indian plans 
added the familiar device of proclaiming the need for a “ national 
government ” as a preliminary to the successful working of any 
plan Nay, Sir M Visvesvaraya would be quite satisfied if only 
the government obtained the opmions of representative leaders 
and businessmen, as they the businessmen are “ the public ” 
Bernard Shaw has characterised the second world war as a war 
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between Anglo-American Fascism and German and Italian Fas¬ 
cism Now that we have a national Government at the helm of 
affairs, shall we let ourselves be easily beguiled into a pseudo- 
Democratic Order or Neo-Fascism under the guidance of big 
business, or what is the same thing, a lip worship of socialist 
production which is combined with un-socialist distribution ’ ^ 

Addressing a meeting of the Central Committee of the All- 
India Manufacturers’ Organisation on 21st June, 1942, Sir M. Vis- 
vesvaraya observed “ We appeal at the same time to political 
and industrial leaders to come together, frame a plan and pro¬ 
gramme, and give a lead to businessmen and workers in every 
corner of the country, in order to maintain industrial activities 
at the level suited to each locality Government can best serve 
the interests of industries by leavmg their guidance and control 
in the hands of leading industrialists and businessmen of the 
country, as is being done in Canada and Australia, by constitut¬ 
ing Boards, Councils or Committees of such men—particularly of 
men trusted by their people—and giving them the help of Gov¬ 
ernment funds and an executive staff ” This is the reflection of 
a mentality which cannot rise above a blind imitation of Western 
industrialism The warning uttered by R H Tawney regarding 
industrialism in China is equally, if not more, applicable to our 
country “ The disease of young China,” he observes, “ is its 
fever for imitation, and m programmes of industrial reconstruc¬ 
tion it rages unchecked Designed for America, for Europe, for 
the moon, for anywhere except the unhappy country on whose 
attention they are pressed, they rehearse impossibilities with 
dreadful monotony, as though mere persistence in repetition 
could convert fancies into facts The course of wisdom in econo¬ 
mic affairs is precisely the opposite It is to “ lead from 
strength to strength ” An intelligent nation need not copy sla¬ 
vishly the methods of other countries It will discover in what its 
own peculiar advantages consist, and, instead of merely reproduc¬ 
ing what is already done effectively elsewhere, will concentrate 
its efforts on doing what elsewhere is not done so well, or not done 
at all China, it may be suggested, will make a profound mis¬ 
take if she is so much impressed by the industrial achievements 
of America and Europe as merely to ape them, instead of striking 
out her own line herself 

The planning, we have m view, is not planning by indus¬ 
trialists and manufacturers who consider industrial concerns to 
be the private property of the owners , it will be planning by 

' See our brochure—' The Bombay Plan—A Criticism ’ May 1945 

•• ‘ Land and Labour in China " 1032 p 135 
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the nation for setting up a new pattern of life and work, in which 
industry will be the social servant of the nation, supplying its 
needs as planning for agriculture is intended to supply the needs 
of the community. Such planning implies the end of laissez- 
faire and private enterprise on a competitive basis' 

Whatever the so-called new order may turn out to be, no 
nation whatever can afford to overlook the need for planning its 
economic life The reason, that has worked in the past in an 
instmctive manner in the evolution of economic institutions, is 
now entering the stage of deliberate and purposive direction of 
economic life in the light of principles Each nation is endea¬ 
vouring to build up its economic life on the foundations of its 
past, limited only by the resources at its disposal Soviet Russia 
has built up a new order in the light of Marxian principles The 
“ New Deal ” in the USA has been an attempt by a Capitalist 
Society to determine its economic life in the light of a specific 
social purpose—whether that purpose was termed the creation of 
purchasing power m the hands of the masses, or the removal of 
unemployment, or a more equitable distribution of incomes The 
Fascist experiment in Italy consisted in planning a corporate life 
which would eliminate the conflicts of competitive production. 
We in India have to plan our economic life—but what that plan¬ 
ning is to be has to be determined by our past history and our 
present needs There is no standardised pattern of economic 
life which can be prescribed for all nations and countries The 
future to which we can look with equanimity and hope is a 
future when the nations of the world, each with its distinctive 
culture and economic pattern of living, can come together as 
members of a single family, adding to the beauty and glory of an 
ever-enriching and ever-unfolding humanity 

The problem that faces India is that in spite of the advantages 
that we possess in respect of all the aspects of our national eco¬ 
nomy—agriculture, industry and commerce, we remain today an 
undeveloped country, with our millions living on the margin of 
subsistence. “ It seems almost like a paradox that while India is 
considered by the economic experts of the League of Nations to 
be one of the eight principal countries of the world, she continues 

‘ Ainonc other plans put forward recently we may mention the "People’s Plan,” 
by the Radical Democratic Party of Mr M N Roiy. which accepts the fundamental 
principle for which we are contending, viz, socialised planning, but is over-optimis¬ 
tic, and stresses too much the devwopment of agriculture, due to the fear that 
Intensive industrial development at this stage would result m entrenching capitalist 
interests We mav also mention the so-called "Gandhian Plan.” by S N Agarwal. 
Principal of the Wardha College of Commerce, this plan is based on the principles 
of Gandhism, and is not free from contradictions even if it is not out of tune with 
modern economic trends 
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to be mainly an exporter of raw materials and importer of manu¬ 
factured goods.” 

To raise the standard of living of the people, to bring to 
them by a many-sided development of our economic resources 
the possibilities of a fuller and richer life, to provide transport 
facilities within the country, especially by the construction of 
roads and by the extension of motor transport, to develop our 
domestic industries, mainly subsidiary, by rural electrification, 
adding indirectly to the amumties of rural life, and above all to 
create larger home markets for our agricultural products—these 
might well be the objectives behind the economic plannmg that 
we have to undertake 

But whilst we aim at the growth of a balanced economic 
existence bringmg the means of comfortable livmg withm the 
reach of our masses, we need not be false to those ideals of which 
we have reason to be proud. As in the lives of mdividuals, so in 
the lives of nations, there are two types of temperament that 
sometimes appear in marked contrast Shall we take the ana¬ 
logy of the bee and the butterfly—a contrast also reflected in 
the parable of the two sisters of Bethany ? Whilst the bee is 
busy storing honey, the butterfly has the leisure to love the lotus. 
Whilst Martha was busy sweeping and cleanmg, Mary chose a 
different part—^that of sitting at the feet of her master Whilst 
the orchards and the fields have their value for a hungry human¬ 
ity, the flower gardens have also their value—not in what they 
supply for the satisfaction of the body, but in what they are in 
themselves, enriching human life by their beauty “ Consider 
the lilies of the field, how they grow, they toil not, neither do 
they spin And yet I say unto you that Solomon in all his glory 
was not arrayed like one of these” The lilies exude an aroma 
which no toil can produce They spend themselves for others 
We, in the East, have a tradition that fits in with Mary’s part 
Even the home has to be given up in quest of the Infinite We 
recognise our social bonds only in order that through their ac¬ 
ceptance they may be transcended And yet Martha’s part is not 
inferior to Mary’s Martha’s work is work for her Lord ; if work 
takes us away from God, it loses its value Our valuations may 
be different The civilisation that fights and conquers the forces 
of nature, and the civilisation that realises for man the funda¬ 
mental unity in the depths of existence are not opposed, but com¬ 
plementary to each other. When these contrasted attitudes to 
life come together in the years ahead of us, humanity will have 
entered into its heritage But if India is to contribute its own 



APENDIX 


567 


share in the building up of this larger and better world, it has to 
do so, and can do so, only if her people are provided with the 
things that are needed for a many-sided life, only if with a pros¬ 
perous agriculture and growing mdustries, her people get that 
leisure and freedom in which the wind can blow where it listeth, 
and where the creative imagination can be liberated from the 
limitations of what ts We have written this volume in this 
hope and with this faith; we send it forth in the conviction that, 
whilst the soil on which we are bom may tie us down in return 
for the material and cultural benefits we have inherited from it, 
the sky overhead may still leave us free to use this very culture, 
for the realisation of a human community which is God’s King* 
dom to whose citizenship we all aspire 

APPENDIX 

ECONOMIC PLANNING IN INDIA 

Ever since the success of the Five Years’ Plans of Soviet 
Russia, planning has been regarded as a panacea for all econo¬ 
mic ills During the last two or three years planning has grown 
in importance, and even capitalists and businessmen who are 
generally believed to be the bitter enemies of planning and who 
swear by laissez-fatre have become converts to the idea of plan¬ 
ning^ Apart from this, the governments of different countries 
have also been busy preparing plans for post-war reconstruction 
That post-war economic policy must centre round the idea of 
planning seems to have attained the status of an axiom This 
world trend towards planmng is also reflected in the history of 
our country Sir M Visvesvaraya was the first to write about 
Indian economy on a planned basis, in a book entitled “ Planned 
Economy for India ” It was no doubt planmng withm the eco¬ 
nomy, but it merits attention as the first attempt to think in 
terms of planning Then came the appointment of the National 
Planning Committee with Pandit Jawaharlal Nehru as its Presi¬ 
dent appointed by the Indian National Congress, to prepare a 
comprehensive economic plan for India But due to the political 
upheaval the work has been interrupted However, it was 
carried on by Prof K. T Shah, and now we have a number of 
reports issued by the various sub-committees and edited by Prof 
Shah Various plans have recently been prepared under the aus¬ 
pices of the Provincial and Central Governments in India So 
far as the Provincial Governments are concerned they aim at 
rural reconstruction and hepmg those villages in particular from 

194a Section I in our recent brochure '“The Bombay Plan—A Criticism ” May 
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which there has been good response to military recruitment 
Thus the Government of Bombay published a booklet entitled 
“ Planning for the Future of Bombay’s Countryside,” with a 
prospective expenditure of Rs 60 crores , and recently the details 
of this scheme were published in another brochure “Post-war 
Reconstruction ” Similarly the other Provincial Governments 
have their own schemes. The Government of India prepared a 
number of schemes through different departments Important 
among these are, “Post-war Forest Policy for India”—a Note by 
Dr Howard, “ Technological Possibilities of Agricultural Deve¬ 
lopment in India ”—a Note by Dr Bums, “ Report on Health In¬ 
surance for Industrial Workers,” by B P Adarkar, “ Post-war 
Development of Indian Fisheries,” Memorandum on “ Indian 
Monetary Policy in the Post-war Period,” another on “ Post-war 
Trade Policy” and “Localisation of Industries,” all by Dr 
Gregory, the Economic Adviser to the Government of India, the 
Kharegat Memorandum on Agricultural Development, and the 
more recent statement on Industrial Policy Besides these, there 
are plans regarding transport development and educational deve¬ 
lopment, and a number of committees are busy on several prob¬ 
lems In July, 1944, the Government of India created a new De¬ 
partment of Planning and Development, with Sir Ardeshir Dalai, 
one of the signatories to the first part of the Bombay Plan, in 
charge Prof C N. Vakil of the University of Bombay was • 
appointed as Economist to this department Apart from this, 
the Reconstruction Committee of the Government of India issued 
their first and second reports on “Reconstruction Planning ” We 
need not comment on these plans, but it is necessary to point 
out that all these plans and schemes which have a bearing on 
post-war reconstruction, piecemeal and compartmental as they 
are, without a vision of planning as a whole, are not likely 
to offer an effective solution of our fundamental problem 

Bag business m our country, like their confreres in the West, 
have also put forward their Rs 10,000 crores plan for the econo¬ 
mic development of India The Radical Democratic Party of Mr 
M. N Roy has published “ The People’s Plan ” These two may 
be regarded as important unofficial documents on Planning , and 
we give below a brief summary of both Very recently Mr 
G D Birla, one of the authors of the Bombay Plan has published 
a “ Five Years’ Plan ” whose targets are on a much more moder¬ 
ate scale The reader who has carefully read the foregoing 
pages will have no difficulty m understanding our attitude to¬ 
wards these plans.^ 

'■ For our views on the Bombay Plan, see our recent brochure op cit 
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The Bombay Plan 

The plan is a statement m a concrete form of objectives, 
lines of development and the demands on the country’s resources 
which planning will involve The plan presupposes a national 
government and the economic unity of India It contemplates 
a national planning committee and a supreme economic council 
for execution of the plan The objective is to bring about a 
doubling of the present per capita income in 15 years, and a 
trebling of the total national income to allow for an increase of 
population at the rate of 5 million pei annum It proposes to 
raise the output of agi iculture to twice the present figure, and of 
industry to five times the present output Attention is to be 
directed primarily to the creation of industries for production of 
power and capital goods Provision is also to be made for manu¬ 
facture of essential consumption goods, the fullest possible use 
being made of small-scale and cottage industries 

Studies made by nutrition experts suggest a well-balanced 
diet with an energy value of 2,800 calories The cost at pre¬ 
war prices of such diet would be Rs 65 per adult per annum, in¬ 
volving an annual expenditure of Rs 2,100 crores for a popula¬ 
tion of 389 millions For clothing, at 30 yards per year per per¬ 
son, we would require 11,670 million yards, and an expenditure 
of Rs 255 crores at SVz annas per yard The total expenditure 
for housing would be Rs 1,400 crores, with a yearly maintenance 
cost of Rs 258 crores 

The Plan goes on to point out that, for a minimum standard 
of living, provision would have to be made for sanitation and 
water supply in rural and urban areas, and for dispensaries, gen¬ 
eral hospitals and maternity dimes, as well as specialised insti¬ 
tutions for treatment of tuberculosis, cancer, leprosy, etc The 
total cost of health and medical services would be 

Rs (crores) 



Non-recurrlns 

Recarrins 


cost 

cost 

Sanitation, water supply, etc 

100 

75 

Rural Dispensaries 

132 

1419 

General Hospitals 

22 

16.5 

Matermty Climes 

8 

66 

Specialised Institutions 

19 

12 5 

Total 

281 

185 0 


The Plan also contemplates recurring expenditure on pnn- 
ary education at 90 crores of rupees per year Thus in order to 
secure a minimum standard of living, the Plan requires a per 
capita income of Rs 74 at pre-war prices The objective is to 
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secure a three-fold increase in the total national dividend within 
a period of 15 years, raising the aggregate income of British 
India to Rs. 5,300 crores per year Assuming the plan to start m 
1945, the population of India will increase by 1960 to 489 million, 
and a three-fold increase in the total national dividend would in 
effect mean a per capita income of Rs 135, representing a doubl¬ 
ing of the 1931-32 hgure This three-fold increase would involve 
the following increments m the net income from industry, agri¬ 
culture and services * 



Net Income Net income ex- 

Percentage 


in 1931-32 pected after 

(Rs. crores) 15 years 

increase 


(Rs. crores) 


Industry 

374 2,240 

500 

Agricultui c 

1,166 2,670 

130 

Services 

484 1,450 

200 


Industries aie classilied into (a) basic industries (b) con¬ 
sumption goods industries The basic industries should be deve¬ 
loped as rapidly as possible, namely, power industries, mining, 
machinery and machine tools, chemicals, armaments, transport, 
etc Consumption goods industries, like textiles, leather goods, 
paper, tobacco and oil, are to be further developed Adequate 
scope IS to be provided for small-scale and cottage industries 
The total amount of capital required to increase the net indus¬ 
trial output of Rs 2,240 crores would be about Rs. 4,480 crores, as 
against the pre-war capital invested in mdustries, excluding rail¬ 
ways and other forms of transport, estimated at Rs 700 crores. 
The agricultural production is to be increased by consolidation 
of holdings, co-operative farming, liquidation of the agricultural 
debt through co-operative societies, by measures for prevention 
of soil erosion and extending the area under cultivation Culti¬ 
vators are also to be educated to improved methods of cultiva¬ 
tion The capital required for increasing production to the target 
figure is estimated at Rs 1,095 crores for non-renurring expendi¬ 
ture, and Rs 150 crores for recurring expenditure 

The Plan also contemplates an increase of 21,000 miles in 
Railways and 300,000 miles m roads, and provision for more 
harbours This would involve a non-recurring expenditure of 
Rs 897 crores and recurring expenditure of Rs 49 crores The 
total requirements of the plan would amount to Rs 10,000 crores 
distributed as follows • 

(Rs. crores) 
4,480 
1,240 
940 


Industry 

Agriculture 

Communications 
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Education 

Housing 

Health 

Miscellaneous 

Total 


(Rs. crores) 
490 
2,200 
450 
200 
10.000 


The Plan, then, goes on to indicate the sources from 


capital expenditure may be met, as 

below 


External Finance 

Hoarded Wealth 

300 


Sterling Securities 

1,000 


Balance of Trade 

600 


Foreign borrowing 

700 

2,f.00 

Internal Finance 

Savings 

“Created Money ’ 

4,000 


3,400 

7,400 


Total 

10,000 


which 


For purposes of execution, the Plan is divided into three 
plans, each covering a period of five years, with expenditure as 


indicated below 

First Plan 

Second Plan Third Plan 

Total 

Basic industry 

480 

1,200 

300 

1,800 

3,480 

Consumption goods industry 

310 

360 

1,000 

Agriculture 

200 

400 

640 

1,240 

Communications 

110 

320 

510 

940 

Education 

40 

80 

370 

490 

Health 

40 

80 

330 

450 

Housing 

190 

420 

1,590 

2,200 

Miscellaneous 

30 

70 

100 

200 

Total 

1,400 

2,900 

5,700 

10,000 


The second part of the Plan discusses the methods of distri¬ 
bution and the part assigned to the State in a planned economy 
The authors refer to the inequalities in income amongst differ¬ 
ent classes, and admit the necessity of gradually reducing the 
existing inequalities of wealth. Towards achieving this object 
they would include amongst the measures to be taken imposition 
of death duties, reform in the system of land tenures and provi¬ 
sion of the fullest scope for small-scale and cottage industries. 
They also include control by the State, accompanied by State 
ownership or management of public utilities, basic industries, 
etc. Wages, interests and profits should continue to be deter- 
mmed on the basis of demand and efficiency, provided wages do 
not fall below a certain minimum. Interest rates should be con¬ 
trolled with a view to maintaining full employment Profits 
should be kept within limits through fixation of prices, restric¬ 
tion of dividends, taxation, etc 

To secure a mmimum standard of living, there should be 
provision of fuller scope for employment Industrial expansion 
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would absorb a considerable part of the working population In¬ 
dustrial co-operatives of the China type might contribute to the 
same result A large part of the population will be absorbed in 
trade and other services Seasonal unemployment in agriculture 
IS to be met by mixed farming, cultivation of more than one crop 
m a year, and by provision of subsidiary industries 

The Plan anticipates that in 1962, that is, m the year follow¬ 
ing the completion of the plan the distribution of working popu¬ 
lation would be as follows 

1931 1961 

millions percentage millions percentage 
Agiiculture 106 3 72 129 7 58 

Industry 221 15 57 9 26 

Services 19 2 13 34 7 16 

Total working population 147 6 100 222 3 100 

Total population 3381 494 0 

Due to inherent imperfections in the workings of a social 
policy, a small percentage of population will always be without 
work There will be seasonal unemployment, and displacements 
owing to changes in demand and technique of production 
Schemes of relief like unemployment insurance might be de¬ 
vised Wage rates in agriculture will increase with the develop¬ 
ment of farming A beginning m the establishment of minimum 
wages might be made in industries like cotton textile, sugai, 
cement, engineering, jute and mining, with the help of a stand¬ 
ing committee constituted for each industry, consisting of re¬ 
presentatives of employers and workers 

For the principal agricultural crops Government should fix 
fair prices and regulate the volume of imports by tariffs or by 
fixing quotas Multipurpose co-operative societies should be es¬ 
tablished to enable the cultivator to find adequate finance, to 
market his crop and obtam storage facilities The Plan also 
envisages development of communications, standardisation of 
weights and measures, and spread of commercial intelligence 
Land tenure problems are then considered The Plan approves 
of the recommendation of the Floud Commission to do away 
with the Zemindari system, and suggests the gradual application 
of the principle of Ryotwari system to Zemindari areas in the 
whole of India, where the landlord is not directly interested in 
the cultivation of the land The assessment of the land revenue 
is to be lowered with an exemption limit 

The Plan contemplates an increase in per capita income at 
the end of the plan as shown on the next page 
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Average income per occupied person 



1931 

1961 

Increase p 




cent 


Rs 

Rs. 


Agricultin e 

114 

200 

93 

IndusUy 

161 

368 

129 

Ser\ ice 

264 

397 

50 


Measures lor reducing the cost of living include provision 
of free social services, e g education and medical treatment, and 
of utility services like electricity and transport at low costs. 
Setbacks in conditions of living due to unforeseen causes are to 
be guarded against by the creation of a national relief fund, sick¬ 
ness insurance and holidays with pay for workers in organised 
industries are to be introduced, as a beginning in the direction of 
social insurance. 

Gross inequalities of income are to be remedied by a steeply 
graduated income-tax and death duties 

The Plan must fit in with the general outlook and traditions 
of the people An enlargement of the positive as well as pre¬ 
ventive functions of the State is essential to any large-scale eco¬ 
nomic planning. An integrated plan of economic development is 
reconcdable with democracy, which rests on the assumption that 
the freedom of the individual to give full expression to his per¬ 
sonality IS one of the supreme values of life If a planned eco¬ 
nomy involves the restriction of individual freedom, such re¬ 
striction under a democratic government will be of limited dura¬ 
tion and confined to specific purposes Capitalism, in so far as it 
affords scope for individual enterprise and the exercise of indi¬ 
vidual initiative, has a very important contribution to make to 
the economic development of India At the same time, unless 
the community is endowed with powers for restraining the acti¬ 
vities of individuals with selfish aims, no plan of economic deve¬ 
lopment will succeed in raising the general standard of living. 
Co-ordination of economic activity, management of currency 
and public finance, collection of statistical and other information, 
and adoption of legislation for protection of economically weak 
classes are some of the legitimate duties of the State in the eco¬ 
nomic sphere Another set of functions advocated by enlighten¬ 
ed opinion include (1) ownership, (2) control, and (3) manage¬ 
ment of economic enterprises Control, says the Plan, is more 
important than the otMer two Mobilisation of means of pro¬ 
duction and their direction to socially desirable ends can be 
adequately secured by State control 
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State ownership is necessary in enterprises important to 
public welfare or security, and also where the circumstances of 
the industry are such that control is ineffective unless it is based 
on State ownership Where ordinary methods of State control 
are supplemented by State ownership, it is necessary to place 
management also in the hands of the State, as in the case of 
armaments manufactures, posts and telegraphs Enterprises 
owned wholly or partially by the State, public utilities, basic m- 
dustries, monopolies, industries using or producing scarce natu¬ 
ral resources and industries receiving State help, should normally 
be subject to State control As illustrative of control, the Plan 
mentions fixation of prices, limitation of dividends, prescription 
of conditions of work and wages for labour, nomination of gov¬ 
ernment directors on the board of management, etc. 

All enterprises owned by the State need not be managed by 
it There are three alternative methods of management, viz, by 
the State, by private enterprise and by ad hoc public corpora¬ 
tions It IS not possible to lay down a general rule, and each case 
has to be decided on its own merits. 

During the planning period additional controls of a tempo¬ 
rary character will be necessary, similar to those at present in 
force under war conditions Control of production will secure 
better regional distnbtion of economic enterprises Distribution 
will be controlled with the object of determining priorities for 
the release of raw materials and capital goods In early stages 
of planning control will also include rationing and distribution of 
consumers’ goods, with a view to securing fair selling prices and 
preventing inflation Control of investments will take the form 
of approval by the State of new capital issues Trade and ex¬ 
change will be controlled for conserving foreign exchange and 
protecting Indian industries These controls will be exercised 
through a national government responsible to the people, a gov¬ 
ernment adequately representative of every considerable body 
of political thought and sentiment in the country 

People’s Plan 

Planning in itself does not ensure economic progress and 
well-being The Soviet planning based on the socialisation of 
the means of production attained a large measure of success in 
raismg the standard of livmg of the Russian people The Ger¬ 
man planning did not touch either the private ownership of the 
means of production or profits The recovery of Nazi Germany 
involved an expansion of producers' goods industries, and es- 
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pecially of armaments. It dragged Germany into the present 
war winch is an outcome of planned capitalism, i e., Fascism 

The aim for a planned economy of raising the standard of 
livmg of the people must be linked up with the particular pro¬ 
posals by which it is to be achieved Any attempt to increase 
the purchasing power of the people will have to concentrate on 
agriculture m the first place This will enable industries to 
grow, leading to an increasing creation of new wealth. Indus¬ 
trialisation, including the mechanisation of agriculture, will have 
to be financed and controlled by the State Production for well¬ 
being cannot be planned on the basis of private enterprise guided 
by the profit motive In regard to mdustnes in which private 
capital has already been invested, such capital shall be entitled 
to a fixed maximum revenue of 3 per cent guaranteed by the 
Government 

The future State in India will have to be a genuine demo¬ 
cratic State, composed of autonomous republics with a demo¬ 
cratic constitution, owning the land and mineral resources and 
controlling the heavy industries and banks There will be free 
and compulsory education, co-operative agriculture, and a stand¬ 
ard of living guaranteed by a mimmum scale of wages 

The object of the planned economy must be to provide for 
the satisfaction of the basic needs of the people within a period 
of 10 years, in respect of food, clothing, shelter, health and edu¬ 
cation The expansion of production must be accompanied by 
changes in distribution which will permit an expansion of the 
total volume of consumption by the community All surplus 
production instead of being diverted into a few private pockets, 
must be controlled and made available for reinvestment, so as 
to bring increase in gainful employment and an ever-rising 
standard of living 

Land will have to be nationalised and rural indebtedness 
will have to be liquidated Nationalisation of the underground 
riches will require adequate statistical material. The total cost 
of the State of nationalisation of land is estimated to work out 
as below, on a basis of compensation 

(Rs. crores) 


Compensation to rent receivers m the Zemindan tenure 1,022 
Compensation for land the income of which is devoted to 
public purposes . . 400 

Compensation to non-cultivatmg owners is ryatwari 

tenure . ... 213 

Acquisition of rights re underground ndies and fisheries, 
and arrears in rent .. . 100 


1.735 


Total 
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With regard to rural indebtedness the Plan proposes to scale 
down the present debt of Rs. 1,000 crores to 25 per cent and 
transfer it to the State The total liabilities of Rs 1,985 crores 
(1735 + 250) are to be met by self-liqmdating bonds, issued by 
the State carrying 3 per cent interest, which will involve a bur¬ 
den of Rs 60 crores per year 

Increase in the production of agriculture can be brought 
about by extending the area under cultivation, and intensifica¬ 
tion of cultivation of the area already cultivated Reclamation 
of 100 million acres of land at an average expenditure of Rs 60 
per acre, extension of irrigation projects by 400 per cent in 10 
years, the use of modern machinery, anti-erosion measures, 
afforestation schemes, provision of adequate manures, improved 
seeds, etc—all these would involve a total expenditure spread 
over 10 years as follows 

In crores of Rupees 



Capital 

expenditure 

Recurring 

expenditure 

Reclamation of Land 

600 


Irrigation 

600 

15 

State farms 

375 

125 

Soil conservation and development ol lore«l<5 300 

15 

Rural industries 

200 

-- 

Manures, seeds, etc 

720 

— 


ToUl 2,795 

155 


Grand Total 2.950 

There should be a gradual process ot collectivisation of 
agriculture, through State farms and through the extension of 
facilities to the collectives in respect of implements, manures, 
etc The increase in the output of agriculture will lead to an 
expansion of the internal market for consumers’ goods industries 
which will include amongst others, textiles, leather goods, sugar, 
paper, drugs and chemicals, tobacco, oil industry, furniture and 
glass The total capital to be invested in all these industries, 
both fixed and working, would be Rs 3,000 crores The develop¬ 
ment of the consumers’ goods industries will necessitate the 
development of the basic industries, including hydro-electric 
power, mining and metallurgy, iron and steel, heavy chemicals, 
machinery and machine tools, cement, railway engines, etc The 
total capital during ten years for the development of these in¬ 
dustries would bs Rs. 2,600 crores 

The total amount of capital required for the development ot 
industries would thus be Rs 5,600 crores (3,000 -f 2,600) All 
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the new industries would be financed, owned and controlled by 
the State There will be rigid control over industries in which 
private capital has been already invested Prices would be fixed 
by the State, and the revenue permitted to private capital would 
be fixed at 3 per cent 

Any considerable use of cottage industries will be irreconcil¬ 
able with the spirit of the plan The laboui released from agri¬ 
culture with the process of collectivisation v/ill be absorbed on 
the newly leclaimed land, m the health, education and housing 
services, in the expansion of industries and communications, and 
in private enterprise 

Development in the means of communication which will be 
indispensable in the ten \ears plan will involve a total expendi¬ 
ture as below 

In crores of Rupees 


Capital Maintenance 
expenditure charges 

Railway b 595 11 

Roads 450 53 

Metalling the piesent unmetallcd ioad« 100 — 

Shipping 125 6 

Ports 50 5 

Inland Navigation 50 5 

Posts, Telegrapns, etc 50 — 

Total 1,430 80 


Grand Total 1,500 

The total expenditure for the purpose of providing amenities 
of health to the people during the period of the plan would be as 
follows 


In crores of Rupees 


Capital Current 

expenditure expenditure 

Village dispensaiies 100 137 5 

Hospitals m uiban aieas 30 25 

City hospitals 15 14 g 

Maternity and child weltare centies — 2 

Special hospitals 86 4 48 6 

Rural water supply & Sanitation 250 _ 

Urban water supply & Sanitation 50 — 

Total 531.4 227.9 


Grand Total 760 

Education, like health services, is to be rendered free to the 
population A school for every thousand of the population, a 


37 
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middle school for every four primary schools, and a high school 
for every four or five middle schools, is the minimum machinery 
for education in rural areas during the 10 years plan So far 
for urban areas The total expenditure would be as follows 


In crores of Rupees 
Capital Current 



expenditure ( 

expenditure 

Rural Primary schools 

91 

160 

Rural Middle schools 

42 

93 

Rural High schools 

60 

54 5 

Urban Primary schools 

21 

37 

Urban Middle schools 

10 5 

22 

Urban High schools 

24 

20 

University and Technical education 

40 

— 

Training of technicians 

150 

— 

Rural Cultural Centies 

125 

75 

Urban Cultural Centres 

95 

55 

Total 

573 

467 


Grand Total 

1,040 

Similarly estimating the total number of houses at 66 million 

in the rural areas, and 10 million in the cities, the total cost of 

housing IS stated as below 




In crores of Rupees 


Current 

Current 


expenditure 

charges 

Rui al housing 

2,700 

— 

Urban housing 

400 

50 

Total 

3,100 

50 


Grand Total 

3,150 


The entire Plan covering a period of 10 years will thus in¬ 
volve an expenditure of Rs 15,000 crores, distributed as follows . 

In crores of Rupees 


Agriculture 


2,950 

Industry 


5,600 

Communications 


1,500 

Health 


760 

Education 


1,040 

Housing 


3,150 


Total 

15,000 


In order to ensure the success of the Plan, consumers’ goods 
will have to be made available in adequate quantities to the 
people at fixed prices The circulation of commodities is to be 
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organised through Producers’ and Consumers’ Co-operatives 
Pending the creation of such a machinery the present channels 
of trade will be permitted to function, subject to rigid control by 
the State 

On the financing of the Plan, the following schedule of in¬ 
vestments IS suggested 

In crores of Rupees 


Year ^ 

H 

as 

< 

Basic 

Industry 

Consumers' 

goods 

Industry 

Communi¬ 

cations 

1 

K 

Education 

Housing 

Total 

1 

200 

100 

— 

_ 

_ 

_ 

_ 

300 

II 

350 

100 

100 

— 

20 

30 

_ 

600 

III 

430 

100 

100 

— 

20 

30 

— 

700 

IV 

500 

100 

150 

50 

30 

37 

— 

867 

V 

450 

150 

250 

100 

40 

90 

274 

1,354 

VI 

450 

300 

400 

200 

50 

100 

288 

1,788 

VII 

250 

350 

450 

300 

80 

150 

480 

2,060 

VIII 

100 

400 

500 

300 

120 

180 

848 

2,448 

IX 

100 

500 

500 

300 

200 

200 

726 

2,526 

X 

100 

500 

550 

250 

200 

223 

534 

2,357 

Total 2,950 

2,600 

3,000 

1,500 

760 

1,040 

3,150 

15,000 


The initial expenditure is concentrated on those items which 

are 

expected to bring immediate return The new 

incomes ac- 

cruing from agricultore and industries 

are represented as below 




In crores of Rupees 





Year 


Agriculture Basic industry 

Consumption 
goods industry 


II 


_ 


42 


_ 



III 


900 


84 


42 



IV 


1,600 


126 


84 



V 


2,280 


168 


147 



VI 


2,820 


231 


252 



VII 


3,360 


354 


416 



VIII 


3,660 


500 


604 



IX 


3,780 


666 


812 



X 


3,900 


875 


1,020 



Total 


22,300 


3,046 


3,377 







Grand Total 

28,723 



It IS out of the new income m addition to the present one, 
that the financing for the plan is to be obtained Starting with 
agriculture, the value of the agricultural produce, including that 
of livestock, fishing, hunting and forest products has been esti« 
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mated at Rs 900 crores Assuming Rs 300 crores as amount 
diverted to the pockets ot the landlords and money-lenders, 
about Rs 600 crores remains in the hands of the rural population, 
giving a per capita income of Rs 23 for the rural areas Nation¬ 
alisation of land and abolition ot usury will leave initially Rs 300 
crores to the rural population, about Rs 200 crores being rent, 
and Rs 100 croies, interest on a debt of Rs 1,000 crores at 10 per 
cent Out ot this additional Rs 300 crores that will be left in 
addition to their present income in the hands ot the rural popu¬ 
lation, Rs 150 crores should be mobilised by the State in the 
pre-first year of the Plan This can be legarded as income from 
the nationalised land During the 10 years of the Plan the 
amount should further be collected every year on a sliding scale, 
reducing every yeai the amount by Rs 10 crores, until the figure 
of Rs 60 crores is reached during the ninth year of the Plan 
Out of the amount the payment of Rs 60 crores per year to the 
rent receivers as well as the usurers can be made, and the rest 
utilised for the purpose of being reinvested into the economy 
The following table will indicate the rural pei capita income 
during the period of the Plan 

In crores of Rupees 


Yeai 

Income 

Agn 

Income Payment 
from to 

Nationaljsed rentieis 
Land etc 

Investable 

Surplus 

Income for Ruial per 
consump- capita 
tion income 

I 

900 

140 

60 

80 

760 

29 

11 

900 

130 

60 

70 

770 

30 

HI 

1,800 

120 

60 

787 

953 

35 

IV 

2,500 

110 

60 

1,242 

1 198 

43 

V 

3,180 

100 

(»0 

1,678 

1,442 

51 

VI 

3,720 

90 

60 

1 818 

1 842 

65 

VII 

4,260 

80 

60 

1,955 

2,245 

77 

VIII 

4 560 

70 

60 

1,776 

2,724 

94 

IX 

4,b80 

60 

60 

1,410 

3,210 

107 

X 

4,800 

— 

60 

1,100 

3,640 

121 

Total 

31,000 

900 

600 

11,916 

18,784 

— 

The 

total agiicultural 

income 

during 10 

years comes to 


Rs 31,300 crores Out of this, income left over for consumption 
IS Rs 18,784 crores, i e, about 60 per cent The rural per capita 
income will have increased from Rs 23 to Rs 121 by the end of 
the plan 

The present net output of industries is estimated at about 
Rs 300 crores, with a capital of Rs 600 crores The charge of 
private capital invested in the industries will amount to about 
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Rs 20 crores The following table will indicate the change 
during the ten years of the plan 


Years 

Industrial income 

7 r Consumer 

In crores of Rupees 



efs 



goods 

Total 

new 

Incom 

Total 

Indust 

Incon 

III 

c 


5^8 

'^%r 

I 

_ 

_ 

_ 

300 

20 

50 

230 

57 

11 

42 

— 

42 

342 

20 

50 

272 

68 

III 

84 

42 

126 

426 

20 

80 

326 

81 

IV 

126 

84 

210 

510 

20 

112 

378 

94 

V 

168 

147 

315 

615 

20 

110 

485 

106 

VI 

ill 

252 

483 

783 

20 

242 

521 

116 

VII 

354 

416 

770 

1 070 

20 

49.1 

557 

124 

VIII 

500 

604 

1,104 

1,404 

20 

750 

634 

140 

IX 

666 

812 

1,478 

1,778 

20 

947 

811 

162 

X 

875 

1,020 

1,895 

2,195 

20 

1,315 

860 

172 

Total 

3,016 

3,377 

6,423 

9,423 

200 

4,149 

5,074 

— 


The total income from industries during 10 years comes to 
Rs 9,423 crores, out of which Rs 5,074 will be left for consump¬ 
tion, le, about 54 per cent Of the remaining, Rs 1,315 crores 
are allotted for reinvestment duiing the eleventh year ot the 
plan, and, theiefore, the net investment from industries for the 
purpose of developing the economy comes to Rs 2,834 crores, 
that IS, about 30 per cent of the total income tiom industries 
The calculations ot the per capita income aie arrived at 
after taking into account the increase in population during the 
period Moreover the calculations have been made on the basis 
of income available for consumption only, and not on the basis 
of the so-called “ national income ” 

Undei the Plan the income which passes to the landlords, 
usurers, or private capital is rigidly controlled The accumula¬ 
tion of investable surplus in the hands of the planning authority 
will be accompanied with a continual improvement in the stand¬ 
ard of living ot the people It will also be seen that the income 
to be invested into the economy from the fourth year of the 
plan onwards will be obtained from the economy itself The 
initial finance needed for the plan for the period of the first three 
years will be Rs 1,600 crores Rs 240 cores will come up to the 
second year of the plan from the income from nationalised land 
The total collection would be Rs 420 crores out of which Rs 180 
crores will go to the rent receivers and the usurers as interest on 
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bonds issued to them by the State We have also a sum of 
Rs 100 crores obtained from industries in which private capital 
has been invested, once they are controlled, during the first two 
years of the Plan Thus the total available will be Rs 340 crores 
Our requirements of initial finance will thus be reduced to 
Rs. 1,260 crores 

The sterling balances to the credit of India to-day amount 
to Rs 1,000 crores It will not be possible for us to get the entire 
amount immediately after the war But the balances belong to 
us, and should be available tor the economic development of the 
country The initial preparatory period of the plan is four years 
For three years more the plan will have to be financed from what 
we already have, as in the later stages from what we will be able 
to produce For the period of five years, therefore, we expect a 
sum of Rs 450 crores to be realised from the sterling balances 
Thus we have Rs 790 crores out of the requirements of initial 
finance of Rs 1,600 crores The remaining amount of Rs 810 
crores will have to be collected by the State This sum repre¬ 
sents about 45 per cent of the national income and will be 
spread over a period of 4 to 5 years If it is spread over 4 years 
It amounts to a collection of 11 per cent of the national income 
from reinvestment 

This amount could be collected through taxation—giaded 
estate duties, inheritance tax, etc It may be necessary also to 
resort to compulsory borrowing The inflated reserves of the in¬ 
dustries will provide another source 

The external finance needed for the execution of the plan 
would be obtained through the export of surplus agricultural 
produce Another source will be the expoit of minerals 

Thus the total finance of Rs 15,000 crores needed tor the exe¬ 
cution of the plan will be obtained as follows 

In crores of Rupees 

In crores of 


Rupees 

Sterling balances . 450 

Initial finance—Estate duty, mheiitance tax death duties etc 810 
Income trom nationalised land in the pie-first year ot the plan 90 
Income trom agiiculture for reinvestment duiing the period 
of the plan 10,816 

Income from industiies for reinvestment duiing the period 
of the plan 


Total 


2,834 
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